v,

FC U.S. International
Development

Finance Corporation

Contents

1. INTRODUCGTION........cooiitiiiitieeiiee ittt e siteestee e teeesabeeastaeessseessteeessteeanseeasaeesnseeessseessseesnsenesssessnsenans 3
1.0, STAtEMENT Of PUIPOSE..... ettt be e eb e e bbb s ebe s e b e s e b e s s essesessebensesensesenssensnsan 3
L. L. SCOPE ettt ettt ettt b e b e b e s bbb s b e R e b e s b e s b e s b eRa b e Rt s eReebeRb b e R s b ensesensebensesenabensesenetan 3
1.2. DFC Commitment to Environmental and Social Sustainability ..........ccceeeevevereeiceereeeeeecreeeenene 3
1.3. ReViSioN and UPate Of ESPP ...ttt se e sese s ssesesese s sesese e s asesesesesennanesene 5
1.4. DFC's Independent Accountability MeChaniSM.........c.cceeeeeeeeeeeieeieeeeeeeeererereresesesenesesesssessssasassens 5

2. ENVIRONMENTAL AND SOCIAL STANDARDS .........ooooiiiiiiite ettt 6
2.0. S0UICE Of REGUIFEMENTS.....vcuiereiereeiereiereeereeereeereteseseseeesesesessesessesessesessesessesessesensesensesessessnsesensesensesensesensesens 6
2.1 MiNIMUM REQUITEMENTS......eoeeeevereeieiietereeeeeetereteesesesese st esese e ssesesesessasesesesesessssesesesessasesesesensasesesesessasesesesenes 6
2.2. ReVISION Of SEANAAIAS .....cuevririieririeeirirtecri sttt ettt sttt bttt et e ssasens 7
2.3.Scope of ApPlication Of REQUITEMENTS.........o.cuieieieeerereeeeereereeeeere et sse s ssesesesesseseseseseseasesesenenn 7
2.4. Supplemental Sector-Specific REQUIFEMENTS........ccu ettt sese s s s sesesesenas 7

3. SCREENING AND CATEGORIZATION .........cooiiiiiiiieiiieesieeesieesteesnteeessteessaeeesseeesnnneesssesssnnans 10
3.0. DFC RESPONSIDIIILIES ...evvevteeeetereteeee ettt bese s esebese s st ebess s s s ebesessasesesebessasasesesessssassesan 10
3.1 E&S RiSK Cat@EOriZatioN. ...ttt sesese s esesese e ssesebesessssesesesessasesesesessasasesessssnsaseseses 11
3.2. COrpOorate INVESIMENTS.....c.cueceeeeeereeeeerereeetete et ss s sesesese s s s esebesessasssesesessasesesesessasesesesesensansesen 13

4. ENVIRONMENTAL AND SOCIAL REVIEW. ..........oooiiiiiii ittt 15
4.,0. DFC RESPONSIDIITIES ...veeeeevererceeetcrcteeetetereeeetetesesessese et s s se st ebessss s sesesesessasesesessssasesesessnsassesesensasans 15
4.1, CliEeNt RESPONSIDIIILIES......ovoveeeeeeeeeeeteerereteretete ettt bebesesesebes b sesssesssesasasasasassssesesesesasesene 16
4.2. Environmental and Social Impact Assessments and AUAItS .......c.coeeeeeeeeereeneeeereeeeereee v 19

5. TRANSPARENCY AND DISCLOSURE ............ccotiiiiitiiii ettt et e et e e stae e e e saaeeaeans 27
5.0. DFC’s INStItUtIONAl DISCIOSUIE ......cuvuriueirieririeriierieiriseiseesesessissisessissssssssssssssssssssssssssssssssssssssssssssssssssssssssssseses 27
5.1.DFC’s Project-related Disclosure REQUIFEMENTS ..........coevevereeeeereeeieeeeeeeteseseseresesesesesesenessesssesesssasas 28
5.2. Client Disclosure ReSPONSIDIIILIES..........cccueeireeerireeeeeeeee ettt sessssss s se e sesesesesesesesesesenenes 30

6. MONITORING AND REPORTING..........ccuotiiiiiiiee it ettt e et e st e e stae e e stae e e s staea e e snaeee e e 32
6.0. DFC RESPONSIDIIILIES ...evveveteteeeretereeeeteteeeeetereeeeetere e ebe s esesebe s s s ebese s s sesesessasesesesessasasesesesessansesan 32
6.1, ClieNt RESPONSIDIIITIES. ....cvcvieeeereeereeeeeeereeceetetee et sesebe e s s s e b s s sebesessasesesesessasesesesesensasesesen 32

7. LEGAL CONDITIONS AND COMPLIANCE ..........coooiiiiiieiiie ettt e etee s eiee e stne e stee e snveesnea e 35
7.0. DFC Standard Contractual OblIations..........c..coceeeereieeiereteiieeieeeesese e esesesesesesesesesesssssssssssesssssasnes 35
7. L. NON-COMPIANCES .ottt ettt st et s bbb b ebess s s bebesessasesesesessasasesesesensassesan 37

8. FINANCIAL INTERMEDIARIES ...........coooiiitiiiiiiiiiee ittt e sttt e e st e e s e e e snnnee s 38
8.0, OVEIVIEW ...ttt ettt st s st sa s st se e st st s s st s e st s e bbbttt st st sassbeassanes 38
8.1. F1 Screening and CateZOriZatiON ........c.ceceeereereeeeeereeeeeerere e eeesese e ssese e e s sesesesessssesesesessssesesesesssssseseses 38
8.2. DFC review Of FIS and SUBDPIOJECES.......oviieeeeetereterctcreeeretete st esesesesesesesesesesesesssssesasasasasans 39



DFC U.S. International
Development

| . .
m— Finance Corporation

8.3. Standard Policy Requirements for FI TranSactioNS .........ceeveeeereeeeeeecreeeeeeerere s esesesesesesssesenes 39
8.4. Disclosure of Category A SUDPIOJECES........o ettt ees s ssese s asesesesesessaseseses 42
9. CLIMATE ...ttt et e e ettt e e e et e e e e et e e e e e st e e e e e sabaeeeesabaeeeesabaeeessabeeeeeanbaeeenns 44
G.0. DFC RESPONSIDIIILIES ...ttt sese b s st eb e s b ebese s asebebebessasasesesensnsassesan 44
9. 1. ClieNt RESPONSIDIIITIES. ....cucvieieeeeeereeeteteeeeteteeeee et es s b s st be e s s s ebese e ssesesebessasasesesesensassesen 45
10. COUNTRY ELIGIBILITY - LABOR ...ttt etee e st e e e stae e e e svaee e s svaee e 47
10.0. U.S. LAW REQUITEMENTS ....eoeverereeeeeeerereteeeeeereeesetesesesssesesesessssssesesessesesesessssasesesesssssssssesessassesesessssesesesens 47
10.1. Determining Country Eligibility: The USTR ProCess ...ttt eeeesese e sesesesenens 47
10.2. Reviewing Country Eligibility: The DFC PrOCESS .....ccceeerereieieieeeiieseeesesesesseesesesesesesesesesesesesesnns 48
10.3. Granting Country Eligibility on Worker Rights Grounds...........ccceeeeeeeeveceveeeeeeeereeeresesesesesesesenns 48
10.4. Country Eligibility REVIEW CIiteria.....ooioieeeeeereceesee ettt s s s st se e sesesesesesesesssanes 48
10.5. Country Status Effect on DFC-Supported Projects ... eeeeeereeeeeeereeeeeerereeseseseseessesesenens 49
APPENDIX A - Categorical Prohibitions...................cccceiiiiiiiii e 50
APPENDIX B - Illustrative List of Category A Projects ............ccccccocveviireiiieesiiesiie e snee s 52
APPENDIX € = GIOSSATY.......cccviiiiiiiiitieeiiee ittt e sttt e st e st e ste e e stte e s te e e tae e sateeessbeesnsaeataeeanteeessseennnes 55

Page 2



DFC 5Sasmen™

Finance Corporation

1. INTRODUCTION
DEC ntreduction

The U.S. International Development Finance Corporation (DFC};) is the U.S. Iaternational-Development

Finance Corporation{DFEC) s America’'sGovernment’s development bank. DFC partners with the private

sector to finaneesupport solutions to the most critical challenges facing the developing world today. We invest
across sectors including energy, healthcare, critical infrastructure, and technology projects. DFC also provides
financing for small businesses and women entrepreneurs in order to create jobs in emerging markets. DFC
believes that environmental and social sustainability is an essential component of the solutions it supports.
Therefore, DFC investments adhere to high standards and respect the environment, human rights, and worker
rights.

The Better Utilization of Investments Leading to Development Act of 2018 (BUILD Act, Div. F of P.L. 115-254,
22 U.S.C. §9612 et seq.) is the governing legislation for DFC.

1.0. Statement of Purpose and-Seepe

This-The purpose of the Environmental and Social PeliciesPolicy and Procedures {(*(ESPP2)-addresses DFC's )
is to set out DFC commitments regarding-the-for environmental and social screening, review, risk mitigation
and monitoring that will help ensure the environmental and social sustainability of DFC-supported projects. This
ESPP also includes guidance for what DFC Clients need to prepare, submit, and implement.!

document apply to all PI‘OjeCtS Subpr0|ects and Cllents supported through DFC s products mcIudmg insurance,
reinsurance, direct loans, er-investment guaranties:, equity, and support through Financial Intermediaries. This
document also applies to DFC and describes its responsibilities. This ESPP does not apply to DFC's technical
assistance activities.

DFC Commitment

peveFPy—FedHeﬂeH—to Envwonmental and dex
Ww%mmmmw%mmm%%m
Sustainability

1 Bolded text in this document refers to defined terms which can be found in the Glossary - Appendix C.
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Breeessesépeeiﬁea%'—the—DFG\MH—DFC WI|| ensure through its processes that PrOjects

receivingsupport :

144:1.2.1.  are environmentally and socially sustainable. To this end, DFC will partner with its
Clients to assist them in identifying opportunities to add value, promote longer-term

sustainability and strengthen their environmental and social management capacity. Specifically,

DFC expects and will support Clients to:

1

Areldentify, assess, and avoid adverse environmental and social impacts of the Project and, if

E ]

such impacts are unavoidable, properly minimize, mitigate, compensate, and/or remedy
impacts through application of the mitigation hierarchy

Ensure the Project is compatible with low and no-carbon economic development:

_Aveidprejudice-and-diserimination-and-Include measures in the Project to safeguard and,

where feasible, enhance ecosystems and the biodiversity they support with the aim of
achieving no net loss of biodiversity as well as to sustainably manage and use living natural
resources

9 Assess the risks of deforestation and other land conversion for investments in infrastructure
development, agriculture, land use planning or zoning, and energy siting and generation
9 Promote inclusion and non-discrimination in the Project, particularly with respect to
disadvantaged or Vulnerable Groups
1 Respect Human Rights, includingthe rights-of WerkersLabor Rights, and the rights of
Project Affected People:
@ Avoidad . | if hi idable.

o it for the i .

9 __Identify disproportionate, gender-specific impacts of the Project and take steps to mitigate
the risks of exclusion, discrimination, and harm, including the risk of Gender-Based Violence
and Harassment (GBVH)

9 Undertake Meaningful Consultation with Project Affected People regarding Project
activities:, including engagement with Vulnerable Groups

1 AreundertakenUndertake Projects in eeuntriesa host country that areis taking steps to
adopt and implement laws that extend Internationally Recognized Worker Rights:

9 Ensure that Project Affected People are aware of and have access to mechanisms for voicing
complaints and seeking remedy for harm

9 Not tolerate any action that amounts to retaliation or reprisals - including threats,
intimidation, harassment, or violence - against those who voice their opinion regarding the
activities of DFC or its Clients

1:4:2.1.2.2.  DFC will implement best practices in environmental management and reporting in

accordance with the provisions of Executive Order 43834~ EfficientFederal Operations{May-

Environmental and Social Policy and Procedures Page 4
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17201814057 - Catalyzing Clean Energy and Jobs Through Federal Sustainability (December 8,

2021).

1.2.3. DFC makes information concerning its activities available on DFC’s website to enable members

of the interested public an opportunity to better understand DFC'’s business activities.

1.3.Revision and Update of ESPP
The ESPP will be reviewed and updated periodically as needed to reflect and align with institutional
priorities, international best practice, and lessons learned from implementation.

14DFC’s I ndependent Accountability Mechanism
DFC has established an Office of Accountability (OOA) to assess and review complaints about DFC-
supported Projects. The OOA, which functions as DFC'’s independent accountability mechanism, gives local

communities, which may be materially, directly and adversely affected by DFC-supported Projects, a means

through which complaints may be raised. OOA’s mandate is to deliver problem-solving and compliance
review services in a manner that is fair, objective and transparent, thereby enhancing DFC's mission
effectiveness.

1.4.1. OOA requires all Clients and Fl sub-projects to disclose DFC’s potential participation in a
proposed investment and the existence of DFC's OOA to Project Affected People in a culturally
appropriate, gender sensitive, and accessible manner.

1.4.2. Further information on the OOA and how to request its services can be found at DFC’s
website.?

2 https://www.dfc.gov/who-we-are-office-accountability/guide-communities
Environmental and Social Policy and Procedures Page 5
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2. ENVIRONMENTAL AND SOCIAL STANDARDS
Obijectives: (1) to specify DFC’s required standards of performance necessary to achieve
environmentally and socially sustainable outcomes; and (2) to specify additional sector-specific
requirements.

12.2.0. Source of PelieyRequirements
1:2.2.2.0.1.  This ESPP implements-applicable-adopts, as a standard for the

environmental and social requirements-and precedurescontained-in-U.S-law-
andreview process, the International Finance Corporation’s {“(IFC;"}) Performance
Standards on Social and Environmental Sustainability {*(Performance Standards;);and-
tndustry-Seetor), and the World Bank Group Environmental, Health and Safety (EHS)
Guidelines.® Any subsequent revisions to those standards (and any underlying standard
or guideline) are incorporated into this ESPP by reference.*

2.0.2. When co-financing Projects with other development finance institutions, DFC may
apply the standards, in whole or in part, (other than the Performance Standards), of the
respective institution to facilitate DFC participation in the transaction. In such
circumstances, DFC may adopt a common approach with co-financiers for Project
assessment, review, management of environmental and social risks and impacts,
monitoring, and reporting only when that approach is considered materially consistent in
content and outcomes with the ESPP and the Applicable Standards.

2.1. Minimum Require ments
2.1.1. In addition to compliance with all applicable laws, at a minimum, DFC requires that all
Projects meet the Performance Standards, applicable EHS Guidelines, and Labor Rights.
These are collectively referred to as DFC's Applicable Standards. The relevant provisions
of this ESPP together with the Applicable Standards are referred to as DFC's
Environmental and Social Requirements.

2.1.2. Performance Standard 1 (Assessment and Management of Environmental and Social
Risks and Impacts) and Performance Standard 2 (Labor and Working Conditions) are
applicable to all Projects and Clients regardless of their environmental and social risks
and impacts. Applicability of the other Performance Standardsand any other sector-
specific requirements is dependent on the nature of the Project and its environmental
and social risks and impacts.

2.1.3. In accordance with the provisions of Performance Standard 3 (Resource Efficiency and
Pollution Prevention), alternative pollution prevention and control technologies may be
approved, provided that (1) the alternative performance levels are consistent with the
overall requirements of Performance Standard 3; and (2) the alternative performance
levels are protective of the environment and Project Affected People within the Area of
Influence.

2.1.4. Where host country requirements differ from the Applicable Standards, the Project is

3 The World Bank EHS Guidelines can be found here
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external corporate_site/sustainability-at-ifc/policies-
standards/ehs-guidelines.

4 The EHS Guidelines incorporate by reference standards issued by other international organizations, such as the
World Health Organization (WHO). If an international organization updates such standards, then DFC will apply the
updated standards.

DRAFT ESPP 2022/3 Update 6
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expected to meet whichever are more stringent.

2.2.Revision of Standards
2.2.1. The U.S. Government, international organizations and industry groups periodically
revise guidelines and standards embedded in DFC’s Environmental and Social
Requirements to reflect technological advances and improved understanding of
environmental, health, safety and social risks. Complete Client applications to DFC that
are received after the effective date of a new guideline or standard will be assessed
against that new guideline or standard.

2.2.2. Complete Client applications to DFC that are received before the effective date of a
new guideline or standard will be assessed against the guideline or standard in effect on
the date of application provided that DFC commitment to provide support is achieved
within one year of the effective date of the new guideline or standard. If commitment is
not achieved within one year after the effective date, the Project will be subject to the
new guideline or standard.

2.3.Scope of Application of Requirements
2.3.1. The Environmental and Social Requirements apply to all Project-related activities
including those carried out by on-site contractors and sub-contractors of the Project that
work for a substantial duration of time on the Project or are material to the core business
processes of the Project. Clients are responsible for ensuring that on-site contractors
and sub-contractors meet the requirements.

2.3.2. Projects that involve new facilities or business activities must be designed to meet the
Applicable Standards.

2.3.3. For existing projects, including privatizations, compliance with the Applicable
Standards must be attained within a designated period of time following the receipt of
DFC support that is considered acceptable to DFC and captured in DFC Agreements. If
material compliance has not been demonstrated at the time of DFC approval, Clients will
be required to implement additional measures within a specified time period (See
Paragraph 7.0.3).

2.4. Supplemental Sector-Specific Requirements

DFC is responsible for identification of supplemental standards when additional preventative or
protective measures are necessary to adequately mitigate specific project-related environmental
and social risks and impacts.

Supplemental standards may include (1) relevant and applicable U.S. federal standards; (2)
standards issued by other international organizations relating to public health, safety, and the
environment such as those from the World Health Organization, the International Maritime
Organization, the Food and Agriculture Organization, or the International Civil Aviation
Organization; and (3) standards of best practice developed by governments, other development
finance institutions, industry associations, or non-governmental organizations.

2.4.1. Construction and Operations of Dams

For projects involving the construction and operation of dams that are not otherwise
categorically prohibited (See Appendix A), DFC applies screening and environmental and social
assessment criteria consistent with international best practice, including the core values and
strategic priorities as identified in the 16 November 2000 Report from the World Commission

DRAFT ESPP 2022/3 Update



on Dams.> Specific factors that are considered in DFC's screening and review of projects
involving dams may be found at:

1 IFC Good Practice Handbook on Environmental Flows for Hydropower Projects (March
2018)¢

1 World Bank Good Practice Note on Dam Safety: New Guidance on Managing Risks
Associated with Dams (April 2021)”

1 IFC Good Practice Note: Environmental, Health and Safety Approaches for
Hydropower Projects (March 2018)8

1 ICMM Global Industry Standard on Tailings Management?

2.4.2. Forestry Projects

2.4.2.1. DFC will not support Projects that directly or indirectly involve the extraction of
timber from or the conversion or degradation of Critical Forest Areas or Critical
Natural Habitats (See Appendix A).

2.4.2.2. All other Projects involving timber extraction from Natural Forests, including all
boreal, temperate, and plantation Forests must be certified by an independent non-
governmental organization. The purpose of certification is to demonstrate that timber
extraction activities are managed sustainably. Certification must be maintained
throughout the term of DFC support. The cost of this certification is the responsibility
of the Client. Certifiers must be accredited by an international accreditation body that
can hold the certifier accountable to a common set of environmental and social
principles and procedural protocols, including periodic review and re-accreditation.’®

2.4.2.3. Any forest product labeling associated with a certified Forest must be guaranteed by a

credible independent certification body that connects the labeled product to its
certified forest-of-origin.

2.4.2.4. Projects involving forest products that source raw materials from third parties must
demonstrate that the raw materials are not being sourced from a Critical Forest Area
or Critical Natural Habitat and that the raw material extraction is conducted in
compliance with the Applicable Standards.

2.4.3. Health Care

2.4.3.1. All Projects providing patient care must obtain satisfactory accreditation based on a
quality evaluation of the technical competence of the institution’s resources and
organization by an internationally recognized accreditation organization.!? In the case
of a health care service provider for which accreditation standards are not available, a
certification or similar high-quality rating by a third-party expert in the health care field
must be obtained satisfactory to DFC. All projects must maintain this accreditation,
certification or high-quality rating throughout the term of DFC support. The cost of

5 https://archive.internationalrivers.org/sites/default/files/attached-
files/world_commission_on_dams_final_report.pdf

https://www.ifc.org/wps/wcm/connect/topics_ext content/ifc_external corporate_site/sustainability-at-
ifc/publications/publications_handbook_eflows

7 https://www.worldbank.org/en/topic/watersupply/publication/good-practice-note-on-dam-safety-new-guidance-
on-managing-risks-associated-with-dams

8 https://www.ifc.org/wps/wcm/connect/79ad4356-6f18-4955-bf35-
adcd6d072897/GPN_EHSHydropower.pdf?MOD=AJPERES&CVID=mR5BwWAV

? https://globaltailingsreview.org/wp-content/uploads/2020/08/global-industry-standard _EN.pdf

10 Such as the Forest Stewardship Council - https://us.fsc.org/en-us

11 Such as those accredited by 1ISQua https://www.isqua.org/
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this accreditation or certification is the responsibility of the Client."?

2.4.3.2. DFC may consider support for health care Projects that include elements of traditional
medicine where there is an established national policy that regulates traditional
treatments; establishes the role of traditional medicine within the national health care

system; and clarifies the relationship between traditional medicine and the official
health service system.®

2.4.3.3. All hospitals, medical centers, and other projects that purchase pharmaceuticals for the
purpose of providing them, directly or indirectly, to patients shall restrict drug
purchasing to pharmaceuticals registered for use in the host country and to drug
suppliers that comply with the World Health Organization’s Good Manufacturing
Practices for both imported and locally produced goods.2*

2.4.3.4. Projects involving the manufacturing of pharmaceuticals or medical equipment are
reviewed closely. Prior to supporting such Projects, evidence that the safety and
effectiveness of such products are certified by the U.S. Food and Drug Administration,
or an equivalent foreign public health authority must be provided to DFC. DEC also
requires evidence that the products have not been withdrawn from the U.S. market
for reasons of safety or lack of effectiveness.

2.4.4. Biomass as Fuel Projects
Projects involving the use of Renewable Biomassas fuel must demonstrate (1) that the fuel was
sourced in a sustainable manner; (2) the fuel supply did not result in the conversion of Natural
Habitat , Critical Forest Areas or Critical Natural Habitats ; and (3) combustion of the Renewable
Biomassresults in fewer Greenhouse Gas(GHG)emissions than the fossil fuel alternative.

2.4.5. High Risk Supply Chain
DFEC applies screening and environmental and social assessment criteria consistent with
international best practice for Projects utilizing a Supply Chain at risk for the use of forced or
child labor, significant health and safety issues or significant conversion of Critical Forest Areas
or Critical Natural Habitat . Clients must provide relevant information on suppliers throughout
the tiers of the Project's Supply Chainin sectors considered to be at high risk for these issues.

12 |n the case of MSMEs providing needed healthcare goods and services to the most economically disadvantaged
segments of a country’s population and third-party accreditation is prohibitively expensive, but where there is a well-
established consultation process in place to identify the most appropriate standards to apply given the country
context, minimum requirements for accreditation or certification may be determined in conjunction with USAID’s
mission health officer and documented accordingly.

13 Additional guidance on this issue may be found at https://www.who.int/teams/integrated-health-
services/traditional-complementary-and-integrative-medicine

14 https://www.who.int/teams/health-product-policy-and-standards/standards-and-specifications/gmp
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2.3.SCREENING AND CATEGORIZATION

Objectives: (1) to define-the-Area-ef-tnfluencedetermine eligibility of the Project and Client for the-
purposesof DFC suggort on environmental and social review-as-wel-as-publie-
consultationgrounds; (2) to identifydetermine a risk categorization for the Project based on the
nature and magnitude of enwronmental and social risks and impacts;-ireluding-these-project
impacts-thatcould-precludesuppert; (3) to identify issues to be investigated in detail in the

environmental and social review process; and (4) to determine requirements for documentation,
consultation, disclosure, netificationmonitoring and third-party-auditsreporting.

3.0. Applications-are-sereened-to-identify-DFC Responsibilities
3.0.1. DFC screens applications as early as possible to identify the risk of adverse

environmental and social impacts of proposed projects and te-identify-project-impacts-
thatcould-preclude-determine if a Project is eligible for DFC support.

2.0-4.3.0.2.  Support for a Project will be declined when (1)-because a Project is a
Categorically Prohibited Project- (Appendix A); (2) a Project fails to address
environmental and social issues in a satisfactory manner and cannot be expected to meet
the requirements of the Applicable Standards over a time frame considered reasonable
and feasible; (3) residual impacts after mitigation are unacceptable; (4) a Project does not
comply with the host country’s environmental and social laws or regulations and cannot
be expected to comply over a time frame considered reasonable and feasible; (5) a
Project does not respect Human Rights including Labor Rights.

21 Proi listadin A iy B.C call hibited .
willnot-besupported:

2:0:2.3.0.3.  FheDuring the screening process, DFC reviews the P r o | antidipated risks
and impacts-identified-by-the-Applicant-the Applicant’s, its defined Area of
Influence, and information on Project Affected People to determine whether the
information is adequate, accurate, objective, and appropriate to the size and nature of
Project activities. Additional information may be required from the ApplicantClient and
from knowledgeable-third-partiesindependent experts.

3.0.4. Projects-are-categerizedln screening Projects, environmental and social impacts that
are direct, indirect, induced, supply-chain related, regional, trans-boundary, associated
facilities related, and cumulative are considered. DFC assesses risk at key stages in the
Project life cycle including pre-construction, construction, operations, decommissioning,
closure, and where applicable, post-closure.

3.0.5. In screening investments in existing Projects, DFC assesses environmental and social
impacts and risks associated with (1) current operations; and (2) planned expansions or
modifications.
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3.1. E&S Risk Categorization
2:0.3.3.1.1. DFC categorizes Projects based on a preliminary assessment of (1) the

potential environmental and social risks and impacts withina Pr o j eAget of lfluence
in the absence of any required mitigation;; (2) the Applicant'sClient’s commitment and
capacity to effectively manage the environmental and social risks and impacts, including
the ability to implement any required mitigation-and; (3) the potential role of third parties
) the scope and

in achlevement of successful outcomes—BeJreW—aFe—aspeets and
profile of

eeseeak%k—ée—@ategeey—ke%&eeak@e%mde%en%mmect Affected People

including Workers.

3.1.2. Projects under consideration for direct DFC support are categorized as Category A, B,
or C based on environmental and social risk factors. See Chapter 8 on Financial
Intermediaries (Fls) for risk categorization and additional requirements specific to Fls.

Category Description Examples
Category Projects that may have significant adverse Appendix B provides an
A environmental and/or social impacts that are illustrative list of sensitive
irreversible, sensitive, diverse, or sectors and project siting
unprecedented in the absence of adequate factors that may lead to a
mitigation measures. Category A projects are Category A categorization.
considered high risk.
Category Projects that are likely to have limited adverse Examples of Category B
B environmental and/or social impacts that are projects may include small-to-
fewer in number, generally site-specific, medium scale small-to-medium
largely reversible and readily addressed scale construction,
through mitigation measures. Category B manufacturing, and processing;
projects are considered medium risk. The commercial/retail businesses;
scope of environmental and social assessment rooftop solar, and facility
for Category B projects may be narrower than expansions within an existing
that required for Category A projects. footprint.
Category Projects that are likely to have minimal Examples of Category C
C adverse environmental or social impacts. projects may include financial
Category C Projects are considered low risk. services, web-based platforms,
software development, and
project development activities
that do not involve physical
impacts.
Proi i | hich ric] |

3.1.3. Below are aspects of Projects that may lead to a higher categorization of

environmental or social risk:

9 Projects that discharge high levels of contaminants (including Greenhouse Gase$

into the environment in the absence of adequate pollution controls;-as-wellas-these

srejesisthatara corsideored sl sisle s o the absencc o2 oF soUNd

environmental and social management. Examples-of-these-categeries-of projects-

are-provided-in-AppendixA:

1 Large-scale Projects are generally considered to represent a highhigher risk because

of the greater potential to impact the environment and/or people in nearby
communities over large geographic areas outside of a prejectProject’ Bnmediate

boundary-er-a-large-number-of peopleliving-in-nearby-communities. Although
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guantitative screening thresholds that define what is meant by “large-scale” are not
available for all Projects, several examples are provided in Appendix AB.

T Projects that could result in the significant diminishment of priority ecosystem
services or social values at a particular site-are-considered-highrisk.. Ecosystem
services are benefits that people obtain from ecosystems including food, freshwater,
shelter, timber, surface water purification, carbon storage and sequestration, climate
regulation, and protection from natural hazards. Examples of social values include site
attributes important for ethnic or religious reasons or attributes of cultural or historic

significance-Examples-of-ecologically-orsocially-sensitive locations-are-
provided-in-AppendixA, including those considered important to indigenous
peoples.

1 Projects thatare-in locations, industries, or sectors with histericalissuesrelated-
tegreater potential for adverse impacts on Project Affected People are-censidered-
hioh rick Ot} : | | i L hioh rick includ
projeets-withand Human Rights, including impacts to land and resources; health and
safety; physical and/or economic displacement; demonstrated local opposition;-

5 € foo ol ; hi : . Lol ’
legaey-of gender; significant in-migration; impacts to cultural heritage; gender-
related impacts; or ethmc—drser—%mat—leﬂ%weleneelmpacts to indigenous peoples

mtema%&enal—standa#d&Vulnerable Groups

1 Projects thatare-in locations, industries, or sectors that are labor-intensive; involve
hazardous work with a documented history of Labor Rights issues-are-censidered-
high-risk-; or rely on large pools of contracted, migrant, casual or unskilled Workers,
including within the Supply Chain. Projects in locations, industries or sectors with
elevated risks of gender discrimination, exclusion or GBVH may also be higher risk.
Examples of such high-risk-prejectsmayProjects are those that involve significant
construction activities, manual harvesting of agricultural commodities, Extractive
Industries, and are in industries in which may-present-circumstances-that-makeit
diffieultfor-Workers te-exereciseface difficulty in exercising trade union rights, or
have a higher likelihood of using forced (including trafficked) or childlabor, including
in their supply chains.

22 Al . | Sul . eod : B C
based-on-Contextual Risk factors in the external environment that the Client does
not control may further exacerbate the P r 0 j envitohnental and social factors.-

projectsiting factors-that-may-and lead to a Category-Ahigher risk categorization.
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3.2. Category-Bprojectsare-likely-to-have limited-adverse—Corporate Investments

——Where the use of proceeds of a Corporate Investment and the

environmental and/er social impacts-thatare few-in-number,generalhy-

Hsk—Fer—these—FeaseHs—the—seepee#footprmt of the busrness activities
are known at the time of DFC'’s environmental and social assessmentfor

Subproject and-itsa Corporate Investment will be based on the potential
environmental and social risks and-impacts-See FinanciakHntermediaries-

prejeet-—rel-ated—seeramlof the known use of proceeds Where the use of

proceeds are unknown or not well defined, the risk category will be based on

the inherent risks assouated W|th the +n¥el¥emeﬂt—ef—er—m°rpaet—en—F1Fejeet—
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is-a-highriskfor the-use-of forcedlaber-orchildtabersector, the environmental and

social characteristics of the business activity and the country context.

3.2.2. Where the use of proceeds of a Corporate Investment is known and understood the
environmental and social review should proceed as it is done for traditional project
finance and the Applicable Standards will apply only to the business activities financed
using the DFC funds. Where the use of proceeds involves working capital, equity or an
investment in holding companies, the DFC review will consider the full range of
operations undertaken by the entity in which DFC is investing, and the Applicable
Standards will apply to the entire company, including its subsidiaries and companies in
which it has management control. In all cases, the DFC review involves investigation of
the capacity, maturity, and reliability of the company’s corporate environmental and
social management. Corporate Investment Projects deemed to be Category A will have
the same requirements as for traditional project finance Category A projects including
Environmental and Social Impact Assessment (ESIAYBaseline Audit and disclosure
requirements as described in Sections 4.2. and 5.1.
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4. ENVIRONMENTAL AND SOCIAL REVIEW

= SignificantObjectives: (1) to determine whether the Project seeking DFC support
can be implemented in accordance with this ESPP and the Applicable Standards;

(2) to |dent|fy opportunltles to av0|d adverse |mpacts—€|-)—prejeets—ant|e+paiéed—t&

#ans—%e&nda%y—aﬁée&matatweem%enmenfea# andseeraJ |f |mpacts are eeﬁs+dered—R+sk&
are-assessed-at key stages-inthe projectlife cycle-including pre-construction;
construction,-operations,-decommissioningunavoidable, to identify required mitigation
measures; and €losure:

(3) to identify opportunities to

improve the environmental and social HﬁpaGtSﬁmrsksasseeiated—m%hﬁ-)fuﬁenPeperahen&

andperformance of the Project seeking DFC support.

234.0. DFC Responsibilities

4.0.1. Applicants-must-After screening and categorization, and prior to DFC approval, DFC
undertakes a review of the Project and the C| i eomnghnizational capacity to determine whether

the Client meets or can meet the requwements of the PeFfeFm&neeAQpllcable Standards

Pe#eﬂqq&neeétaﬂdard%whreh—mqwres%deﬂhﬁeaﬂenef—a#Thls may mvolve reviewing

aPr oj &SiA(SesSection 4.2.), its Environmental and Social Management System(ESMS),
and/or the C | i erelavantspolicies, plans and procedures.!>

4.0.2. DFC's review will consider direct, indirect, induced, Supply Chain-related, associated facilities,
regional, trans-boundary, and cumulative environmental and social risks and impacts. DFC will
also consider Contextual Risks and their potential to affect the environmental and social risk
profile of the Project.

4.0.3. DFC reviews the available documents related to environmental and social performance of the
Project ineluding-issuesas well as the Client’s organizational capacity to assess whether they are
adequate to address identified #a-environmental and social risks and impacts and are appropriate
to the size and nature of the Project activity. During the review process, DFC will identify the
relevant Performance Standardsthat the Project is required to meet in addition to project-
specific conditions and actions required to reach or maintain compliance with the Applicable
Standards.

4.0.4. DFC's review will consider direct, indirect, induced, Supply Chain-related, associated facilities,
regional, trans-boundary, and cumulative environmental and social risks and impacts. DFC will
also consider Contextual Risks and their potential to affect the environmental and social risk

15 Additional guidance on the format and content requirements for ESMS,ESIAs and Baseline Audits may be found in Guidance

Note 1 - Social and Environmental Assessment and Management Systems at:
https://www.ifc.org/wps/wcm/connect/abécffal-e357-42e3-a27b-
c759ffa561a1/2007%2BUpdated%2BGuidance%2BNote_1.pdf?MOD=AJPERES&CVID
=jgeuQU7
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profile of the Project.
4.0.5.

4.0.6. For those projects with the potential for significant adverse impacts on Project Affected
People, DFC will confirm prior to project approval that there is Broad Community Support for the
Project. DFC may rely on support from independent experts to assess Meaningful Consultation
and Broad Community Support.

4.0.7. During due diligence, DFC consults with the U.S. Department of State on how project-specific
activities interact with country-level human rights concerns. For consistency across U.S.
Government agencies, DFC relies on guidance provided by the U.S. Department of State, the lead
U.S. agency on Human Rights matters and determinations.
> 4 h-8: (2) Identificat] € ol

4.0.8. As needed, DFC may undertake on-site due diligence visits for higher risk projects and/or
engage independent experts for additional support in its review.

4.1.Client Responsibilities

The Client must demonstrate a sound understanding of the Project and have undergone a
process to (1) identify all factors that definethe P r o j drea of Isfluence; and

114.1.1. den ation-of-eroups-and-commu hatmav-bed

communities(2) identify potential project-related environmental and social risks and impacts,
including any disproportionate, gender-specific risks and impacts such as the risks of exclusion,
gender discrimination, and risks of harm; (3) identify and commit to appropriate mitigation
measures including adequate resources for implementation; and (4) identify relevant Project
Affected People and other interested Stakeholders that may be directly or indirectly affected by
the Project, including groups that may be differentially or disproportionately affected by the

Project because of their disadvantaged or vulnerable status. The process of identifying risks,
impacts, Area of Influence and Project Affected People shall be adequate, accurate, objective,
and appropriate to the severity of Project risks and significance of Project impacts.
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4.1.2. For Category A and B Projects, the Client should submit one or more documents that describe
the following aspects. The level of detail required will vary depending on the nature, size, and
level of risk of the Project. Key aspects include:

__The Project activities and/or key components, its Area of Influence, and its environmental and
social aspects

9 Maps, drawings or schematics of the Project and its Area of Influence

1 Key potential environmental impacts and risks, including estimated Direct and Indirect
Emissionsof GreenhouseGases

9__Key potential social impacts and risks, including identification and a description of impacts on
any Project Affected People and disadvantaged or Vulnerable Groups, as well as gender-
related risks and impacts

9 An Environmental and Social Management System (ESMS and/or related policies and
management plans that describe proposed mitigation measures

9 A description of the process of Meaningful Consultation , including a Stakeholder
engagement plan (if available)

9_ Organizational capacity and resources for environmental and social management

4.1.3. Category C Projects are not required to establish a formal ESMSbut are required to have in
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place appropriate environmental and social policies and procedures that will guide the Project (as
described in Performance Standard 1), human resource management systems, and internal and
external facing grievance mechanisms.

Clients

3:0.24.1.4.  Applicants are required to undertake, and provide demonstration of, Meaningful
Consultation with Project Affected People within-the-defined-Area-of-nfluence-Foral

prejeets—Appt-re&nts—are—Feqﬂ-rFed—teand meet the requwements related to Stakeholder

of Performance Standard 1. The form and scope of the consultation should be commensurate

with the project risks and the nature and scope of the project. Meaningful Consultation must be
inclusive, and Stakeholder analysis and engagement should capture the views of diverse groups
including women, men, youth, the elderly, displaced or disabled persons, and any other
disadvantaged or vulnerable groups. In some contexts, separate engagements with certain groups
may be required to obtain different perspectives, priorities and concerns about impacts,
mitigation mechanisms and project benefits. For those Projects with the potential for significant
adverse impacts on Project Affected People , the Client is also required to demonstrate there is
Broad Community Support for the Project.

plaee—te—assessCllents are requrred to have in place and malntaln over the I|fe of DFC support
adequate organizational capacity and resources to manage the environmental and social

petent—ral—emﬂreﬂmeﬂtal—aﬂd—seerahmpaetsﬂand—rlsks assocrated wrth the PrOJect—'Fhe
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assessment—pFeeess—alse—tdeﬂtlﬂes—any—mrt-l-gat-lmq— and |mplement the Prolect in accordance

ef—e%enmenfeaJﬁqd—seemhassesameﬂt—Depei%ng_eprterms of the typeuef—p%ejeet—aﬂd—

4.2. Greenfield-Category-A-projects-and-sighificanrt-Environmental and Social Impact Assessmentsand
Audits

4.2.1. For Projects that involve significant greenfield development or expansions or modifications of
existing projects-that-are-sereened-as, the Client is required to prepare an ESIAaligned with
DFC'’s Applicable Standards (or other standards deemed equivalent by DFC). ESIAs are required
to include a Climate-related Vulnerability assessment (See Chapter 9). This is applicable to all
greenfield Category A Projects, and some greenfield Category B Projects.
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Projects that mcIude eX|st|ng or operatlng facilities, DFC requires the subm|55|on of a Basellne
Audit ef-existing Category-A-orB-facilities.or targeted study depending on potential
environmental and social risks. The purpose of a Baseline Audit or targeted study is to identify
past and present concerns, current status of regulatory and Applicable Standards compliance,
management systems and performance, as well as potential risks and liabilities of the Project.-

3.8—For lower risk, category B projects DFCrequires-submission-efsufficientinfermationthat
don't fall under Paragraph 4.2.1. and decumentation-on-which-to-base thereview-of the ESMS-
Fhelevel of detail required-will- vary-depending-onthe typed.2.2. above, such as those that

include modernization and size-of-the-Project;-butat-a-minimum;-Apphcantsshould-submit-
eneupgrade of existing production facilities or mere-decumentsno major expansion or anabyses-that

deseribe:

3:0.5:4.2.3.  TheProjectand-tstransformations, a limited or focused environmental and social
aspeets-analysis or study may be sufficient.

3.0-6:4.2.4.  Projects that have been screened as Category C (i.e., Projects with minimal
enwronmental or soual |mpacts) are not requn’ed to estabhsh—a—ﬁe%mal—%MS—b&t—aFe—Feqw%ed
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5. TRANSPARENCY AND DISCLOSURE

preparatrenﬂandﬂmplementat-ren—aﬂd—ﬁ—)—t&enhance transparency and accountablllty reIated to DFC 5

environmental and social management:; and (2) to enhance transparency and the provision of information to
Stakeholders of DFC-supported Projects.

Inst|tut|onal Dlsclosure

4.04:5.0.1. Institutional information that is made available on DFC'’s web-sitewebsite includes this
ESPP, annual reports, audited financial statements, program handbooks, Board resolutions, claims
determinations, arbitral awards, bilateral agreements, and annual Greenhouse Gas accounting for
BFEC'sDFC's portfolio.

Hwestment—ﬁunds—NetMthstanéng—thr&eemmltment—DFC may W|thhold records or portions

of records that are exempted from public dlsclosure under the Freedom of Informatlon Act

as reqwred under other Iaws or regulations.®

5.0.3. DFC provides advance notice and information about potential Projects to be voted on by DFC's
Board of Directors—trfermation-summaries-on-projects to be-voted-en-by-the DFEC-
Boardensure that interested parties are made-publicatleast-15-daysaware in advance of

public hearing dates and have sufficient information to prepare for the public hearing.l”

5.0.4. DFC is committed to disseminating information that meets its standards for objectivity,
integrity, and utility in accordance with its Information Quality Guidelines.'®

5.0.5. DFC reports annually to Congress and the Beard-meetingpublic regarding its implementation
of this ESPP. That report, which is contained within DFC's Annual Report, is published on the
DFC website.

16 Additional information on DFC’s FOIA implementing regulation is available at: https://www.dfc.gov/who-we-
are/transparency-and-accountability
17 DFC Board disclosure requirements are contained in the DFC Board of Directors Public Engagement Policy:
https://www.dfc.gov/sites/default/files/media/documents/BDR21%2805%29BoardPublicEngagementPolicy_0.pdf
18 DFC’s Information Quality Guidelines are available at: https://www.dfc.gov/who-we-are-transparency/information-quality-
guidelines
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5.1.D F CPrgject-related Disclosure Requirements
4.0.3.5.1.1. DFC prepares and discloses project information summaries which contain
environmental and social information for each Project. The summaries include the following

environmental and social information as appropriate to the nature and scale of athe Project and
commensurate with the potential environmental and social risks and impacts:

1 Rationale for sereening-category;environmental and social risk categorization

1 Environmental and social standards used-inapplicable to the Project-assessment;
T Descrlptlon of the major envwonmental and social risks and |mpacts of the Project;

91 Approved alternative pollution prevention and control technologies that meet Performance
Standard 3 (if applicable)

91 Description of action(s) required to achieve eenfermance-with-the-environmentaland-
social-standards-used-inprojectassessment;compliance with Applicable Standards

1 Information related to DFC environmental and social site-meniteringdue diligence visits;
and (if applicable)

1 Description of the Applicant’sClient’s consultation with Project Affected People- (if
applicable)

5.1.2. For Projects that require Board approval, DFC provides advance notice and-by disclosing the
project information summaries at least 7 days in advance of the Board meeting or action.

51.3. 3 For enall Category A PrOJects—whethePsubjeePteJB&ardappFevaLeH}et—t&eﬂ%wethat—

deemen—makwgﬂareeess—%lﬁ&%d%asehne—m%mqwred—t% (lncludlng Category A
projects-are-made publicen DFC's-web-siteSubprojects), Clients are required to submit to
DFC an ESIAand/ or Baseline Audit (see Section 4.2.), a local language translation of the
executive summary of the ESIA/Baseline Audit (See Paragraph 5.2.4.), and a Stakeholder
engagement plan. DFC will post these documents for disclosure on DFC'’s website for a
designatedpublic comment period of retless-than-60-days-before DFC-makes-a-at least 60
days. DFC may require additional, topic-specific environmental and social documents to be
disclosed alongside the ESIA/Baseline Audit on DFC’s website depending on the nature and type
of the Project and the materiality of the specific plan or report. All Project documents posted for

public disclosure must be deemed adequate by DFC. DFC may require revision to the documents
to achieve adequacy.

5.1.4. After the 60-day public comment period ends, DFC will post on its website any comments
received, as well as DFC management’s response, at least 7 days prior to DFC'’s final decision on
whether to support a Project. Aceeptance-of a-decumentfor-disclosure-doesnotimply-
project approval. Public comment on the projectsIf no comments are invited-and-
considered-byreceived, DFC in-advance-of-any-decision-on-amay proceed directly to final
project- approval.

5.1.5. No-applicationfoera Category A Project may be approved without this public disclosure-ard,
opportunity for public comment-, and management response (if needed). Disclosure of
documents for public comment does not imply project approval.

4.0.4.5.1.6. At the same time the Applicant's- ESIAand/or Baseline Audit is released for public
comment, DFC drafts and posts on |ts Web—ﬁtewebsne an initial prOJect summary. The |n|t|aI
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leeslaceesstecniranmentaland secialaraiestintermationsummary outlines:

name, location, and description

1 DFC's initial environmental and social screening and categorization

91__ Description of the anticipated major environmental and social risks and impacts of the
Project

1__ Anticipated Applicable Standards

1 Location of local disclosure of ESIAand/or Baseline Audit

4.0:6.5.1.7. DFCisrequired-tonetify host country governments of any envireonmentathy-
sensitive-investmentCategory A Project considered for support. This notification is required to
identify guidelines and other standards of international organizations relating to public health,
safety or the environment that are applicable to the Project and, to the maximum extent
practicable, any restriction related to public health or safety that would apply to the Project if it

were undertaken in the United States. This requirement applies to-all proposed-investment-

suppert-sereened-as-Category-AU.S. All Host Country Notifications are made-publiedisclosed
on DFC’s website.

5.1.8. A Project’s ESIAand/or Baseline Audit submitted for disclosure may not contain all of the final
negotiated measures to mitigate or remediate environmental and social risks and impacts. DFC’s
project information summary (see Paragraph 5.1.1.) describes any additional measures required to
achieve compliance with the Applicable Standards.

DRAFT ESPP 2022/3 Update 29



Client Disclosure

4.15.2. Applicant Reoles-and Responsibilities

5.2.1. As per the Performance Standards, Clients are expected to maintain appropriate
communication channels with Stakeholders. This communication must be in a language and
format that is accessible to Stakeholders, particularly Project Affected People .

5.2.2. For Category A Projects, Clients are required to submit to DFC an ESIAand/or Baseline Audit
and Stakeholder engagement plan for public disclosure on the DFC website (See Paragraph

5.1.3.).
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a%e—ESIAs&Hd Basellne Audits and any other environmental and soual documents requested by
DFC that are submitted for public disclosure must be in English or accompanied by an English--

Plan{-lf—reqeueedé—andéh&keheldeeeﬂgagemeﬂt—plaﬁ(See Ianguage translat|on

H*

he paragraph-5-19)-Ata-minimum;-the-ApplicantClient is required to provide to DFC a local language
translation of the executive summary of the ESIA{and/or Baseline Audit}) and make the summary available to
Project Affected People in a format that is readily understandable, at a location that is accessible locally to the
Project, and tailored to meet the information needs of Project Affected People . The translated summary should be
distributed by means that take-inte-account for the ability of Project Affected People to receive, address and
effectively comment on the content. BFC-also-discleses-thissummary-en-its-web-site:The location of local

disclosure by the Client will be disclosed in DFC'’s initial project summary (see Paragraph 5.1.6.).
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6. MONITORING AND REPORTING
Objectives: (1) to review and evaluate DFC-supported Projects’ compliance with the Applicable Standards;
and (2) to evaluate the effectiveness of mitigation measures, action plans, and corrective actions.

6.0. DFC Responsibilities
6.0.1. DFC monitors Projects tompliance with all Environmental and Social Requirements (and
underlying representations) that are reflected in conditions and covenants in DFC Agreements
throughout the term of the contract. DFC also monitors changes in the Project and its local
context that may affect its environmental and social risk profile and the P r o j ability tos
achieve ongoing compliance.

6.0.2. The extent and frequency of monitoring will be commensurate with the environmental and
social risks associated with the Project. DFC undertakes monitoring through review of
environmental and social reports (client self-reporting and/or third-party reports), communication
with Clients regarding the P r 0 jsenvitohmental and social performance and/or site visits to
Projects by DFC’s environmental and social specialists and/or independent experts.

6.0.3. Selection for monitoring site visits is determined through a risk-based prioritization process.
The scope, timing, and periodicity of the visits are commensurate with the significance and
severity of environmental and social risks and impacts of a Project, Client, or Financial
Intermediary . These visits are intended to check for on-the-ground compliance, identify areas
where the Project is implementing good practices and/or potential areas for improvement, and
enable an opportunity for Workers, Project Affected People , and other Stakeholders to interact
and provide feedback on the Project to DFC.

6.0.4. For Category A and some Category B Projects, DFC requires a third-party audit to monitor the
environmental and social performance of the Project against the Applicable Standards. At least
one third-party audit is required for all Category A Projects. The audit should be performed at a
time specified in the DFC Agreement, and at most within the first three years of receiving DFC
support. For certain Projects, additional third-party audits may be required during the
construction phase. DFC must approve the scope of work of the monitoring activities and
selection of the independent experts.

6.0.5. If DFC identifies deficiencies in performance and/or non-compliance with the Applicable
Standards, DFC will work with clients to identify recommendations for improvements and
appropriate corrective measures, in the case of non-compliances. If the Client fails to comply with
the agreed corrective measures, DFC may take such action and/or exercise such rights and/or
remedies contained in the DFC Agreement that it deems appropriate (See Para 7.0.3.).

6.1. Client Responsibilities
6.1.1. Clients are required to submit a Development Outcomes Survey (DOS) starting 12 months
after receiving DFC support and on an annual basis thereafter. The DOS reporting requirement
provides an avenue for DFC to evaluate project data regarding development impact outcomes as
well as compliance with DFC'’s Environmental and Social Requirements.

6.1.2. All DFEC Agreements require timely notification to DFC of any incident occurring at the Project
site that results in the loss of life or that has a material, adverse impact on or poses material risk

to the environment, Workers, or Project Affected People .

6.1.3. All Category A and some Category B Projects are required to submit annual environmental and
social reports. At a minimum, environmental and social reports must include information on the
following:

1 Compliance with all conditions and covenants in DEC Agreements
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1 Results of environmental and social monitoring activities

1__ Project-related environmental and social incidents (see Paragraph 6.1.2.)

1 Summary of training provided on environment, social, health, and safety issues

1 ___Environmental, labor, health and safety deficiencies identified by the local regulatory
authorities as well as any remedial actions taken

1 __ Stakeholder engagement activities

1 Summary of grievances received from Project Affected People or Stakeholders and actions

taken to resolve them

6.1.4. Clients are required to facilitate the third-party audit(s) as required by DFC, including covering
all costs associated with conducting the audit. Clients are required to submit to DFC the third-
party audit reports so DFC can ensure that the audit was conducted in accordance with the
agreed scope of work and that the Project is in compliance with the Environmental and Social
Requirements contained within the DFC Agreement.

above:
6.1.5. the event that monitoring by DFC, DFC’s independent experts, or third-party audits finds gaps

inthe Pr o j erdCtl 'i ssconipliasce with the Environmental and Social Requirements of the
DFC Agreement, Clients will be required to implement corrective actions within a timeframe that

is reasonable and feasible as determined by DFC in order to achieve compliance and to provide
DFC with periodic updates on implementation. The Client may be subject to additional
monitoring by DFC or its independent experts to ensure corrective actions are adequately
implemented and that compliance has been achieved and maintained.

6.1.6. Clients are required to retain the rights afforded under each investment structure, to ensure
that DFC has the rights to (1) visit and inspect Project site(s); (2) access Project and Subproject
environmental and social performance monitoring records, including human resources records;
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and (3) meet with Project and Subproject management and Project Affected People, including

Workers.
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5.7.LEGAL CONDITIONS AND COMPLIANCE
Objectives: (1) to establish specific requirements for environmental and social performance in DFC Agreements;
and (2) to define remediescorrective actions in the event perfermaneesuch requirements are not met.

7.0.DFC Standard Contractual Obligations

7.0.1. Inaddition to compliance with all applicable laws, DFC requires that all Projects must meet the
Applicable Standards.

7.0.2. At a minimum, all DFC Agreements include standard project requirements to have an
overarching environmental and social policy statement, commensurate human resources policies
and appropriate internal and external grievance mechanisms. For all Category A and B Projects,
Clients are required to establish and maintain an ESMSthat meets the requirements in
Performance Standard 1.1? The level of detail and complexity of the ESMS should be risk-based
and commensurate with the significance of potential impacts or the severity of the risks of the
Project.

7.0.3. Based on DFC’s environmental and social review (See Section 4.0.), DFC develops appropriate,
project-specific conditions required of the Client to achieve compliance with the Applicable
Standards. These conditions are included in the DFC Agreement as part of the Environmental and
Social Requirements and remain in effect throughout the term of the DFC Agreement. This may
come in the form of an Environmental and Social Action Plan (ESAP. ESAR are required for all
Category A projects and for some Category B Projects that are dependent on mitigation and
monitoring measures to avoid or reduce potentially significant environmental and social impacts.

5.0.4.7.0.4.  All DFC Agreementsinclude contractual language that addresses Internationally

19 Additional guidance on the establishment of an ESMSmay be found in Guidance Note 1 ~Assessment and Management of
Environmental and Social Risks and Impacts: https://www.ifc.org/wps/wcm/connect/6é6df1de8f-2a00-4d11-a07c-
c09b038f947b/GN1 _English 06142021 FINAL.pdf?MOD=AJPERES&CVID=nXqgn5Ts
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Recognized Worker Rights in substantially the following form (as outlined in Section 1451(d)(2) of
the Build Act of 2018 -):

“The person receiving support agrees not to take actions to prevent employees of the foreign
enterprise from lawfully exercising their right of association and their right to organize and
bargain collectively. The person further agrees to observe applicable laws relating to a minimum
age for employment of children, acceptable conditions of work with respect to minimum wages,
hours of work, and occupational health and safety, and not to use forced labor or the worst
forms of child labor (as defined in section 507 of the Trade Act of 1974 (19 U.S.C. 2467)). The
person is not responsible under this paragraph for the actions of a foreign government.”

7.0.5. The terms of the DFC Agreement are applicable to all project-related activities including those
carried out by on-site contractors and sub-contractors of the Project that work for a substantial
duration of time on the Project or are material to the core business processes of the Project.

7.0.6. Clients are required to comply with all contractual conditions, including any applicable ESAP,
whether or not the Client has a controlling interest in the Project. The terms of the conditions
take into account, among other things, the level of project control which the Client will have
regarding compliance with Applicable Standards and the Client’s role in the Project.
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7.0.7. In addition to other matters, all Projects must satisfy DFC’s “know your customer” due
diligence process. DFC’s “know your customer” due diligence reviews Client’s ownership and
corporate governance structures and compliance with anti-money laundering sanctions and
prohibited payments, as well as the Client’s organizational capacity to continue to comply with
such laws. DFC Agreements include contractual provisions to ensure acceptable ownership
structures, corporate governance, and continued compliance with such laws.

7.1.Non-Compliances
5:027.1.1. For all Projects, material misrepresentations or material non-compliance with
contractual environmental and social provisions, including reporting requirements, may constitute
an event of default under the terms of the applicable DFC Agreement.

5.03.7.1.2. DFC determines what is material and whether a default is curable or incurable. DFC
makes determinations as to materiality based, for example, on the severity of the environmental,
health, safety-er, social, ineludingor labor; impacts or other result caused by the non-compliance
and the nature and degree of such non-compliance by the Applicant Client.

5.0.4.7.1.3. _ Inthe case of a curable default, remediationcorrective actions are generally-is
required by DFC to cure the default. In the case of an incurable default, DFC may exercise
contractual remedies including insurance contract termination, acceleration of loan repayment, er
divestiture of an investment of a DFC-supported investment fund, or sale of a direct equity
investment.
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8. FINANCIAL INTERMEDIARIES

Obijectives: (1) to define environmental and social risk categories specific to Financial Intermediaries; (2) to
outline approach for DFC's review of Financial Intermediaries and their Subprojects; and (3) to specify
requirements for documentation, disclosure and reporting.

8.0. Overview
8.0.1. Financial Intermediaries (FIs) are vehicles or entities that provide debt to, make equity
investments in, or provide financial services to eligible companies (referred to as Subprojects).
DFC supports Fis to achieve DFC’s mandated role as the U.S. Government’s development bank
and to more efficiently deliver and utilize DFC's resources to benefit a larger number of
investments with more development benefits than possible without the use of these
intermediaries.

8.0.2. The nature of FI Transactions means that Fls assume partial or fully delegated responsibility for
environmental and social assessment, risk management and monitoring as well as overall portfolio
management. The nature of delegation may take various forms depending upon a number of
factors, such as the type of investment provided by DFC and the nature and type of investments

by the Fls.

8.1. FI Screening and Categorization
8.1.1. No Fl may use DFC support for the purpose of investing in, lending to, or providing services to
an entity engaged in a Categorically Prohibited Project . All DFC Agreements for Fl Transactions
will require the Fl to apply DFC’s Categorical Prohibition List (See Appendix A).

8.1.2. DFC determines the environmental and social risk categorization for Fl Transactions. The
environmental and social risk categorization is commensurate with the environmental and social
risk profile of the FI's existing or proposed portfolio and considers the type, size, and sector
exposure of the Subprojects in the portfolio.

Category Description Examples

Category Fl- The use of proceeds of the DFC investment is Fls that invest in major

A expected to include exposure to business activities infrastructure construction,
with potentially significant adverse environmental or Extractive Industries, or large-scale
social risks or impacts that are diverse, irreversible or forestry; and equity investments in
unprecedented in the absence of adequate mitigation banks that have significant
measures. portfolio exposure to Extractive

Industries or fossil fuel-related

FI-A Transactions are not eligible for fully delegated infrastructure.

environmental and social responsibility. Category A
Subprojects supported by FI-A Transactions must be
referred to DFC for a policy review of each

Subproject.
Category FI- The use of proceeds of the DFC investment is Fls that invest in medium and
B expected to include exposure to business activities that | small-to-medium scale
have limited adverse environmental or social risks and construction, manufacturing,
impacts that are few in number, generally site specific, and processing;
largely reversable and readily addressed through commercial/retail businesses;
mitigation measures. FI-B subproject environmental rooftop solar; and facility
and social risks are often characterized as “moderate” expansions within an existing

or risks that are considered less adverse than Category footprint.
A risks in terms of magnitude and likelihood of
occurrence.

FI-B Transactions are eligible for fully delegated
environmental and social responsibility.
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Category Fl- The use of proceeds of the DFC investment is Fls that invest in tech or tech-

C expected to include exposure to business activities that | enabled investments that do not
have minimal adverse environmental or social risks or involve significant physical assets
impacts. and investments in financial

institutions or fund-of-funds. Also
FI-C Transactions are eligible for fully delegated applicable to loans to banks
environmental and social responsibility. where the use of proceeds will

involve lending to micro-, small-
and medium-enterprises,
mortgage and retail banking,
leasing of small or light
equipment, factoring and
insurance.

8.2. DFC review of Fls and Subprojects
8.2.1. The F | praposed investment or lending strategy is considered in DFC’s assessment of the risk
of adverse environmental and social impacts associated with the Subprojects at the time the FlI's

structure is approved by DFC.

8.2.2. DFC will review and assess: (1) the F | éxisting environmental and social policies and
procedures and its capacity to implement them; (2) available environmental and social due
diligence or monitoring reports that may illustrate the F | prier environmental and social
performance; (3) environmental and social risks and impacts associated with the F | éxisting
portfolio and expected future Subprojects; and (4) measures necessary to strengthen the Fl's
existing Environmental and Social Management System (ESMS)

8.2.3. For FI-A and some FI-B Transactions, DFC may conduct on-site due diligence to further
evaluate the Fl and its management capacity to implement the ESMS As needed, DFC may
engage independent experts for additional support in its due diligence.

8.2.4. The Flis required to submit to DFC an ESIAand/or Baseline Audit (See Section 4.2.) and
Stakeholder engagement plan for review prior to DFEC support for all Category A and some
Category B Subprojects, as determined by DFC.

8.2.5. DFC will evaluate and monitor the effectiveness of the FI's environmental and social risk
management throughout the project lifecycle. This may include review of annual environmental
and social reports, communication and meetings with the Fl on environmental and social
performance of its portfolio and/or on-site monitoring of the Subprojects.

8.3. Standard Policy Requirements for Fl Transactions
8.3.1. FI-A and FI-B Transactions are required to establish and maintain an ESMSthat meets the
requirements of Performance Standard 1. The level of detail and complexity of the ESMSshould
be commensurate with the potential risks and impacts of the portfolio.

8.3.2. The ESMSmust include a process for: (1) screening Subprojects against the Applicable
Standards; (2) environmental and social risk categorization of Subprojects; (3) environmental and
social due diligence including the use of third-party support where needed and the establishment
of ESAPs, as applicable; (4) monitoring and reporting of environmental and social performance of
the Fl and its Subprojects; (5) ensuring adequate and qualified staff dedicated to environmental
and social performance; and (6) the Fl's external communication channels and the evaluation of
Subprojects’ stakeholder engagement and grievance mechanisms.
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8.3.3. FI-C Transactions are not required to establish an ESMSbut are required to have in place
appropriate environmental and social policies and procedures, human resource management
systems, and internal and external facing grievance mechanisms.

8.3.4. The Flis required to put in place a methodology to track, monitor, and report its Greenhouse
Gasemissions at the portfolio level and to provide annual accounting to DFC.

8.3.5. The Flis responsible for ensuring the applicable requirements of this ESPP are met by the
individual Subprojects.

8.3.6. The Fl shall provide DFC with any requested ESIAs, environmental and social due diligence
reports, monitoring reports, and other environmental and social documentation.

8.3.7. FI-A Transactions and some FI-B Transactions will be required to submit to DFC an annual
report on their environmental and social performance. The report should include information on
the implementation of the ESMSand the status of any ESAPactivities for Subprojects.
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8.3.8. Fls are encouraged to publish relevant environmental and social policies and performance

indicators on their website. This may include corporate environmental and social policies, a
summary of their ESMS and/or environmental and social performance reports, if available.

8.4. Disclosure of Category A Subprojects
8.4.1. For any Subproject determined to be Category A, the Fl is required to submit to DFC an ESIA
and/or Baseline Audit and Stakeholder engagement plan for the Subproject which are deemed
adequate by DFC for disclosure on DFC'’s website for a public comment period of not less than 60
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days. These documents will be disclosed for public comment on DFC’s website prior to DFC
support, in line with DFC'’s public disclosure requirements (See Section 5.1.).

8.4.2. Flsare encouraged to list on their website the link to any publicly disclosed ESIAreports for

Category A Subprojects.
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7:9.CLIMATE-CHANGE-AND RENEWABLE ENERGY
Objectives: (1) to support the reduction of Greenhouse Gasemissions associated with Projects; (2) to promote
energy efficiency and conservation; (3) to promote low- and no-carbon fuels and technologies; and (4) to

encourage carbon sequestration in land-useSustainable Landscapesand ferestry-practices:(5) to promote the
adoption of climate adaptation and resilience measures.

9.0. DFC Responsibilities
7:0-4.9.0.1.  Investments are screened for Climate-related Risks and Climate-related Vulnerability .*

are screened for allgnment Wlth the goals of the Paris Agreement

8.1 DFC is continuing OPIC's commitment to reduce the Direct Greerhouse-GasEmissions
associated with Projects in ©PIC'sOPIC/DFC'’s active portfolio by 50 percent over a fifteen-
year period (June 30, 2008 - September 30, 2023).2% “Active portfolio” is defined as all
insurance contracts in force, equity investments and all guaranty and direct loans with an
outstanding principal balance.

8.2 The baseline-thatis used-to-assessprogresstoward-the- Annual accounting reports
that track this commltment +dent|-ﬁed—m—PaFagFaph—8—2—rsand detail the sum—ef—%eet—

Feeyea%&mwhmh%heaﬂnbal—emssmns assouated with DFGeemmrtteéprejeetsaFe—les&
thanieh&anﬂtakeapﬁfeethat—year—theremm%eapa&twtms commltment may be

peFeeﬂt—ef—GFeemqeuseGanound on DFC s Web5|te 22

20 Executive Order 13677 (September 23, 2014) requires the integration of climate-resilience considerations into all United
States international development work.

21 “pyblic Law 111-117 Sec 7079(b) (12/16/2009) statutorily required OPIC/DFC to implement a revised climate change plan to
reduce the Greenhouse Gas emissions associated with its projects by at least 30% over 10 years and by 50% over 15 years.”

22 https://www.dfc.gov/media/reports/archived
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9.0.3. DFC has committed to achieve net-zero emissions in the DFC lending and investment portfolio

by 2040. DFC will track and annually report on portfolio Greenhouse Gasemissions in
conformance with The GlobalGreenhouse Gaéccounting and ReportinGtandard for the Financial
Industry, as updated periodically by the Partnership for Carbon Accounting Financials (PCAF).

#+9.1. ApplicantRelesand Responsibilities
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St&ﬂd&lﬂds,—i-nelﬂdmgFor certaln sectors, the EHS Gwdellnesestabllsh resource efficiency

requirements-ef-Performanece-Standard-3, which require identification and implementation of
technically and financially feasible and cost-effective measures for improving efficiencies in
consumption of energy, water, and other resources and material inputs. Rehabilitation and other
modifications of existing Projects should plan to meet the-reguirements-of-the Performanece-
Standards-ineludingthese resource efficiency requirements ef-Perfermance-Standard-3,-
within a feasible peried-oftime:timeframe.

Consi b 4] . T . lare 3. " ]

£32.9.1.2. Clients must demonstrate that measures to reduce significant, project -related
Greenhouse Gasemissions were evaluated and that technically and financially feasible and cost-
effective measures were incorporated into the final design of theirthe Project.

733:9.1.3.  Asa condition of DFC support, all Projects that-are-expected-to-produceor
currently-produce DirectEmissions-execeeding 25;,000-metrictonnes-of- COzq per-year
must quantify and annually report to DFC the Direct Emissions (Scope 1) from their Project.?® As
a condition of DFC support-and-consistent-with-the requirements-of Perfermance-Standard

3;-Applicants-alse, Clients shall quantify the significant Indirect Emissions (Scope 2) associated
with off-site production of electricity, steam, heating, or cooling used or purchased by the
Project.

744.9.1.4.  Asa condition of DFC support, Projects in Energy Intensive Sectors must meet energy
efficiency guidelines and benchmarks established by international organizations; or develop and
implement an energy management program to achieve these guidelines and benchmarks within a
feasible time period-ef-time. Energy management programs should be appropriate to the nature

and scale of project operations. The Project shall document methods to reduce overall energy
usage patterns through reduction in energy losses and improvements in energy conversion
efficiency. In some PrOjects process modifications will be requwed to achieve gu+del+nes—aneL

guidelines and benchmarks.

23 Clients shall use the highest quality data available for each Project for emissions calculations and, where relevant, improve the
quality of the data over time. Types of emissions data, listed from highest to lowest quality according to the PCAF Standard,
include: verified emissions data; unverified, calculated emissions data; primary data on energy consumption; primary data on
economic production; sectoral data.
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8:10.  COUNTRY ELIGIBILITY - LABOR

8-6:10.0. U.S. Law Requirements
Section 1451(d) of the Build Act of 2018 contains the following provision:

The Corporation sheuldshall only support projects under title Il in countries that are taking steps
to adopt and implement laws that extend internationally recognized worker rights (as defined in
section 507 of the Trade Act of 1974 (19 U.S.C. 2467)) to workers in that country, including any
designated zone in that country.

84:10.1. Determining Country Eligibility: The USTR Process
8:4.1.10.1.1. The statute establishing the U.S. Generalized System of Preferences(“(GSP”See-
Glessary)) trade preference program provides that the President of the United States shall not
designate a country as a GSPbeneficiary if it “has not taken or is not taking steps to afford
Internatlo nally Recognlzed Worker R|ghts to workers in that country” (See 19 US.C. 2462) e

de&gnate—a—eewqtlty—as—a—beneﬁerary—For con5|stency of worker rlghts country- IeveI

determinations across the U.S. Government, DFC accepts the determinations made by the
President on the “taking steps” worker rights standard for the purpose of the GSPprogram.

8:14.2.10.1.2. Through the Office of the U.S. Trade Representative (“(USTR"),), theTrade Policy Staff
Committee {(TPSC%,), an interagency committee chaired by the-USTRand made up of
representativesspecialists from the U.S. Department of State, U.S. Department of Labor, and
other U.S. Government agencies, advises the President as to which countries should be
designated as GSPbeneficiaries. Any person may request to have the GSPstatus of any
beneficiary country reviewed with respect to any of the eligibility criteria, including the “taking
steps” country standard for worker rights, in accordance with USTRs petition process. The TPSC
may also self-initiate a review of a beneficiary country’s GSPeligibility.

8:14.3:10.1.3. If a petition is accepted for review, the TPSC review typically includes an examination
of the issues raised in the petition-and-enceuragement-of, as well as engagement with the
foreign government to implement worker rights reforms. USTRalso solicits comments through
the Federal Registerand holds a public hearing.

814.10.1.4. Upon completion of a country review, a country’s eligibility status may remain
unchanged, or be withdrawn, suspended, or limited. Modifications to a country’s GSPeligibility
are implemented by Executive Order or Presidential Proclamation and are published in the
Federal Remster Based on the country review, should the Pre5|dent determlne that a eountry’s-

country is WrthdraWH—ﬁer—ﬁa#urefallmg to meet the statutory aklng steps” worker rights
standard, then the country beeemeswill become ineligible for DFC programs-frem-the-. DFC will
determine an effective date of that-country’s-for ineligibility-under-. The country list on DFC’s
website is updated to remove the country as of the GSPprogrameffective date of the country’s
ineligibility, and DFC staff are notified of the change of country status. However, if a country

becomes ineligible for GSPbenefits on grounds other than worker rights, that country remains
eligible for DFC programs.
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8-2:10.2. Reviewing Country Eligibility: The DFC Process
8:24:10.2.1. In making its determinations as to whether non-GSP-eligible countries?* where DFC
programs are being offered are taking steps to afferd-workersadopt and implement laws that
extend Internationally Recognized Worker Rights to Workers, DFC utilizes a similar petition and
review process. Petitions can be submitted to DFC at its annual-public hearinghearings to
reexamine whether the status of any such country should be changed on worker rights grounds.

8.2.2.10.2.2. Upon an initial petition review, if DFC makes the determination that the petition merits
a formal review, DFC will follow a similar interagency process and consult with, at a minimum, the
U.S. Department of State, U.S. Department of Labor, and the-USTRto carry out such a review.

10.3. Granting Country Eligibility on Worker Rights Grounds

For non-GSP-eligible countries that are deemed particularly sensitive on worker rights grounds due
to a documented history of issues relating to Internationally Recognized Worker Rights , and where DFC
seeks to implement its programs for the first time or to lift suspension of DFC programs due to foreign
policy or other priorities, DFC will also follow an interagency process and consult with, at a minimum, the
U.S. Department of State, U.S. Department of Labor, and USTRin making its “taking steps” determination.

10.4. Country Eligibility Review Criteria
10.4.1. In addition to interagency consultation, DFC may use additional instruments to inform its
country reviews on worker rights, including:

1 The U.S.Department of St a tAenuasCountry Reports on Human Rights Practices;,
Trafficking in Persons Reports; Investment Climate Statements, and Business Advisories,

1 The U.S. Department of Labor’s International Child Labor & Forced Labor Reports;

——Reports, observations and recommendations of the International Labor Organization

1 (SeeGlossary—= (ILOY);

1 Independentconsultantsiinternational Trade Union Confederation (ITUC) annual
reporting

9 Third party specialist review of country practicereviewslevel worker rights practices;

1 Information received through DFC's public hearings; and

1 Consultations with labor organizations.

8.2.3:10.4.2. The “taking steps” standard is a purposely flexible standard to reflect the varying levels
of economic and social development in developing countries. In its country reviews, DFC takes
into account the totality of circumstances and facts available relevant to Internationally
Recognized Worker Rights, and uses certain general criteria to assess whether countries meet the
statutory standard, including: (1) Progress towards ratification of the relevant ILO eight
fundamental conventions; and (2) the progress the country has taken or is taking to adopt and

24 Previously GSP-eligible countries whose benefits were withdrawn or suspended for failure to meet the statutory worker
rights standard are considered under the USTR process in 9.1.
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implement laws and practices that extend Internationally Recognized erkersWorker Rightsin
areas where national law and practice have not met the international standard.

8-3:10.5.  Country Status Effect on DFC-Supported Projects

If a country becomes ineligible for DFC support on worker rights grounds, the change of status does
not affect Projects to which DFC made a legally binding commitment prior to the date on which the
country status changed. All other Projects that have not been formally committed to by DFC prior to the
official ineligibility date will not be eligible for DFC support during the term of the country’s ineligibility. If a
country is under a formal review on worker rights grounds (by either theUSTRs TPSC or DFC), projects

that are in the application process are subject to a review that is sensitive to the labor issues highlighted in
the GSPor DFC petition.
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APPENDIX A - Categorical Prohibitions

Conversion or degradation of Critical Forest Areas or Critical Natural Habitats .

2. Construction of dams that significantly and irreversibly impact: (a) biodiversity; (b) natural ecosystems,
upstream or downstream of the dam; (c) natural hydrology; (d) large land areas; or (e) that will displace,
physically or economically, large numbers of inhabitants (5,000 persons or more).

3. Production or trade in any product or activity deemed unlawful under host country laws or
regulations; international agreements, including multilateral conventions; or subject to international
phase-outs or bans such as pharmaceuticals;?° pesticides/herbicides;?® ozone depleting substances;?’
polychlorinated biphenyls?® and other hazardous substances;2? wildlife or wildlife products regulated
under the Convention on International Trade and Endangered Species of Wild Fauna and Flora
(CITES);®9 and trans-boundary trade in waste or waste products.3!

4. The export of mercury and mercury compounds, and the manufacture, export and import of a large
range of mercury-added products.

5. Shipment of oil or other hazardous substances in vessels, which do not comply with IMO
requirements.

6. Resettlement of 5,000 or more persons.

7. Any impact on World Heritage Sites®2 unless it can be demonstrated through an environmental and
social assessment that the Project (i) will not result in the degradation of the protected area and (ii)
will produce positive environmental and social benefits.

8. Any impact on areas on the United Nations List of National Parks and Protected Areas®? unless it can be
demonstrated through an environmental and social assessment that the Project (i) will not result in the
degradation of the protected area and (ii) will produce positive environmental and social benefits.

9. Extraction or infrastructure in or impacting protected area Categories |, 11, I1l, and 1V (Strict Nature
Reserve/Wilderness Areas, National Parks, Natural Monuments and Habitat/ Species Management Areas),

as defined by the International Union for the Conservation of Nature (IUCN) unless it can be demonstrated

through an environmental and social assessment (i) there is no degradation of the protected area and (ii)
there are positive environmental and social benefits.

10. Activities prohibited by host country legislation or international conventions relating to the protection of
biodiversity resources or cultural heritage.

11. Production of, trade in or use of un-bonded asbestos fibers.3*

25 World Health Organization Pharmaceuticals: Restrictions in Use and Availability
https://www.who.int/publications/i/item/9789240014770 https://www.who.int/publications/i/item/9789240014770

26 WHO Recommended Classification of Pesticides by Hazard and Guidance to Classification. 2019 Edition

is available at: https://www.who.int/publications/i/item/9789240005662

27 As defined by the Montreal Protocol, a list of the chemical compounds that react with and deplete stratospheric ozone
together with target reduction and phase-out dates is available at https://www.epa.gov/ozone-layer-protection/ozone-
depleting-substances

28 Polychlorinated biphenyls are likely to be found in oil-filled electrical transformers, capacitors, and switchgear dating from
1950 to 1985.

29 As defined by the Rotterdam Convention, A list of hazardous chemicals is available at
http://www.pic.int/TheConvention/Chemicals/AnnexllIChemicals/tabid/1132/language/en-US/Default.aspx

30 A list is of CITES species is available at: http://www,speciesplus.net

31 As defined by the Basel Convention; see http://www.basel.int

32 The list can be found here: https://whc.unesco.org/en/list/

33 The list can be found here: https://www.protectedplanet.net/

34 This does not apply to the purchase and use of bonded asbestos cement sheeting where the asbestos content is less than
20%.
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https://www.epa.gov/ozone-layer-protection/ozone-depleting-substances
https://www.epa.gov/ozone-layer-protection/ozone-depleting-substances
https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.pic.int%2FTheConvention%2FChemicals%2FAnnexIIIChemicals%2Ftabid%2F1132%2Flanguage%2Fen-US%2FDefault.aspx&data=05%7C01%7CJulie.Kim%40dfc.gov%7Ced5a9eca0d784dd9336b08daf57612ef%7C5c1c8aa797324c2288c5b30c9245f282%7C0%7C0%7C638092184733214980%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=JeHr1VlKy5W3Flbjz8aKuezo9ARCl93EH5udAukKKSQ%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.basel.int%2F&data=05%7C01%7CJulie.Kim%40dfc.gov%7Ced5a9eca0d784dd9336b08daf57612ef%7C5c1c8aa797324c2288c5b30c9245f282%7C0%7C0%7C638092184733214980%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=qVS%2B6E7IQ9oY0AluA%2BjLILhXqzIid9JCQICJm6hTHsI%3D&reserved=0
https://whc.unesco.org/en/list/
https://www.protectedplanet.net/

12. Marine and coastal fishing practices, such as large-scale pelagic drift net fishing and fine mesh net fishing
using nets in excess of 2.5 km in length.

13. Production or activities involving harmful or exploitative forms of forced labor®® or child labor.3¢

14. Projects or companies known to be in violation of local applicable law related to environment, social,
health, safety, labor, and public disclosure.

15. Projects or companies where the primary business activities are in the following prohibited sectors:
gambling; media communications of an adult or political nature; military production or sales; alcoholic

beverages (if contrary to local religious or cultural norms); or tobacco and related products.

16. Projects or companies that replace U.S. production or are likely to cause a significant reduction in the

number of employees in the U.S. including “runaway plants” and outsourcing the provision of goods and
services (e.g., business process outsourcing) from the U.S.

17. Projects or companies that provide significant, direct support to a government that engages in a consistent
pattern of gross violations of internationally recognized Human Rights, as determined by the U.S.
Department of State.

18. Projects or companies that perform abortions as a method of family planning; motivate or coerce any
person to practice abortions; perform involuntary sterilizations as a method of family planning; coerce or
provide any financial incentive to any person to undergo sterilizations; or perform any biomedical research
which relates in whole or in part, to methods of, or in the performance of, abortions or involuntary
sterilization as a means of family planning.

19. Companies which are treated as inverted domestic corporations under 6 U.S.C. 395(b).

35 Forced labor means all work or service, not voluntarily performed, that is exacted from an individual under threat of force or
penalty, such as indentured labor, bonded labor, or similar labor-contracting arrangements. IFC Performance Standard 2, 22
(2012).

36 Child labor means the employment of children (persons below the age of 18) that is economically exploitative or is likely to be
hazardous to or interfere with the child’s education, or be harmful to the child’s health or physical, mental, spiritual, moral, or
social development. IFC Performance Standard 2, T 21 (2012).
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APPENDIX B - Illustrative List of Category A Projects

Risk categorization takes into account a number of different factors including but not limited to: sector,

technology/methods, scale, location, leverage, and the specifics of the business relationships. Although decisions

on categorization are made on a case-by-case basis, the following list is indicative of the types of projects that are
screened by DFC as Category A.

41— Large-scale industrial plants:

10.

11.

12.

13.

14.

Large-seale-industrial- and/or estates.

Crude oil refineries (excluding undertakings manufacturing only lubricants from crude oil) and installations
for the gasification and liquefaction of 500 tennestons or more of coal or bituminous shale per day.

Major Greenhouse Gas emitting projects, defined as projects with Direct Greenhouse Gas Emissions of

more than +00,000-{shert}-tens{91,000 metric teAres)tons of COzeq per year.

Cement manufacturing with an annual production rate of greater than one million dry weight tons.

Integrated works for the initial smelting of cast iron and steel; installations for the production of non-ferrous
crude metals from ore, concentrates, or secondary raw materials by metallurgical, chemical or electrolytic
processes.

Installations for the extraction of asbestos and for the processing and transformation of asbestos and
products containing asbestos; for asbestos-cement products with an annual production of more than
20,000 tennestons of finished product; for friction material with an annual production of more than 50
tonnestons of finished product; and for other asbestos utilization of more than 200 tennestons per year.

Integrated chemical installations, i.e. those installations that manufacture, on an industrial scale, substances
using chemical conversion processes in which several units are juxtaposed and are functionally linked to
one another and which produce: basic organic chemicals; basic inorganic chemicals; phosphorous, nitrogen
or potassium based fertilizers (simple or compound fertilizers); basic plant health products and biocides;
basic pharmaceutical products using a chemical or biological process; explosives.

Projects that manufacture, store, transport or dispose hazardous or texicmaterialstoxic materials.

Al-Projects that pose petentially-seriodssignificant occupational or community health and safety risks.

Construction of-meterways,;-expressroeads; lines for long-distance railway traffic, and airports with a basic
runway length of 2,100 meters or more. Censtruction-efMotorways, express roads and new roads with
four or more lanes or realignment and/or widening of an existing road so as to provide four or more lanes
where such new road, or realigned and/or widened section of road, would be 10 km or more in a continuous
length.

Pipelines with a diameter of more than 800 mm and a length of more than 40 km, terminals, and associated
facilities for the large-scale transport of gas, oil, metals/minerals and chemicals.

Large-scale seaports and-alse inland waterways and ports for inland waterway traffic; trading ports, piers
for loading and unloading connected to land and outside ports (excluding ferry piers).

Waste-processing and disposal installations for the incineration, chemical treatment or landfill of hazardous,
toxic or dangerous wastes.

Large-scale waste disposal installations for the incineration or chemical treatment of non-hazardous wastes

with a capacity exceeding 100 tons per day.

14.15.Construction or significant expansion of large dams and reservoirs not otherwise prohibited.

45.16.Groundwater abstraction activities or artificial groundwater recharge schemes in cases where the annual

volume of water to be abstracted or recharged amounts to 10 million cubic meters or more.
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17. Works for the transfer of water resources between river basins where that transfer aims at preventing
possible shortages of water and where the amount of water transferred exceeds 100 million cubic
meters/year, or works for the transfer of water resources between river basins where the multi-annual
average flow of the basin of abstraction exceeds 2,000 million cubic meters/year and where the amount of
water transferred exceeds 5 per cent of that flow. (In both cases transfers of piped drinking water are

excluded.)

2—Industrial plants for the (ai) production of pulp from timber or similar fibrous materials; or
16.18.(b_(ii) production of paper and board with a production capacity exceeding 200 air-dried metric
teAnestons per day.

17.19.Large-scale peat extraction.

20. Quarries and opencast mining where the surface of the site exceeds 25 hectares, or peat extraction, where
the surface of the site exceeds 150 hectares.

48:21.Major exploration and development of onshore oil and gas reserves.
19.22.Exploration and development of offshore oil and gas reserves.

20:23.Installations for storage of petroleum, petrochemical, or chemical products with a capacity of 200,000
tennestons or more.

2124 . Large-scale logging or deforestation of large areas.

22.25.Large-scale power transmission and/or long-distance overhead transmission lines.

23.26.Municipal wastewater treatment plants servicing more than 150,000 people.
24.27.Large-scale municipal solid waste-processing and disposal facilities.
25:28.Large-scale tourism and retail development.

29. Large-scale wind power installations for energy production (wind farms) with an installed capacity greater
than 100 MW.

26:30.Large-scale land reclamation and sea dredging operations.

27.31.Large-scale primary agriculture/plantatiensplantation or forestation involving intensification, land use

change or conversion of previeushy-undisturbed-landpriority biodiversity features and/or Critical Natural
Habitat or conversion of Natural Habitat.

28:32.Plants for the tanning of hides and skins where the treatment capacity exceeds 12 tennestons of finished
products per day.

29.33.Installations for the intensive rearing of poultry or pigs with more than: 85,000 places for broilers and
60,000 places for hens; 3,000 places for production pigs (over 30 kg); or 900 places for sows.

30:34.Greenfield housing developments that contain more than 2,500 residential units.

35. Project activities that entail significant, adverse transboundary and/or cumulative environmental, social, or
human rights impacts.

36. Projects that require significant physical or economic displacement and/or government managed
resettlement processes.
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37. Projects that entail direct, adverse impacts to indigenous peoples and areas of importance for indigenous
peoples.

38. Projects that require the utilization or reliance to a large degree on large pools of sub-contracted, unskilled,
temporary, casual and/or migrant Workers including among primary and secondary suppliers.

39. Projects that involve a high degree of Contextual Risk that have the potential to amplify the significance of
the project’s environmental and social impacts.

34:40. Projects, not otherwise categorically prohibited, butthat are located in or sufficiently near sensitive
locations of national or regional importance. or proposed for such status by national governments which may
have apparent negative environmental or social impacts on:

1 Wetlands;

1 Areas of archeological or cultural significance including critical cultural heritage;

9 Areas prone to erosion and/or desertification;

1 Areas of importance to ethnie-greups/indigenous peoples;

9 Primary temperate/boreal Forests;

1 Areas that provide significant ecosystem services;

9 Coral reefs;

I Mangrove swamps;

1 _Habitats or other ecosystems which support priority biodiversity features;

9 Nationally designated seashore areas; and

1 Managed resource protected areas, protected landscape/seascape (International Union for the
Conservation of Nature (IUCN) categories V and VI) as defined by IUCN'’s Guidelines for Protected
Area Management Categories. Additionally, these projects must meet IUCN’s management
objectives and follow the spirit of IUCN definitions.
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APPENDIX B — Categorical Prohibitions
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APPENDIX-D - Glossary

Annual Country Reports on Human Rights PracticeReports that are submitted annually by the U.S.
Department of State to the U.S. Congress in compliance with sections 116(d) and 502B(b) of the Foreign
Assistance Act of 1961 (FAA), as amended, and section 504 of the Trade Act of 1974, as amended.

Applicable Standards- includes the IFC Performance Standards, applicable EHS Guidelines, and Labor
Rights.

Area of Influence- Areaspetentially-The area likely to be affected by-a-preject: (i) the Project and the
Client’s activities and facilities that are directly owned, operated or managed (|ncIud|ng () -theprimaryby
contractors) and that are a component of the Project; (ii) impacts from unplanned but predictable

developments caused by the project that may occur later or at a different location; or (iii) indirect project

camps:{2)-impacts on b|0d|ver5|ty or on ecosystem services upon which Project Affected People S
livelihoods are dependent. The Area of Influence also encompasses:

b Assouated facilities, which are faC|I|t|es that are not funded as part of the PrOJect #Hndmg—may—

Prolect did not eX|st and W|thout which the Prolect would not be viable.

1 Cumulative impacts that result from the incremental impact, on areas or resources used or directly
impacted by the Project, and-from anyother existing, planned or reasonably defined
developments at the time the risks and |mpacts identification process is conducted—aﬁd—M—)—aFea&

Baseline Audit- An assessment of environmental and social impacts of pre-existing or ongoing activities
that is required for all Category A projects that involve the acquisition of or support to pre-existing

facilities-or. For new construction en-aor expansion to an existing site-where-priorindustrial-activities-
have-eceurred, an ESIA will also be required.

Broad Community Support- The collective expression by Project Affected People, through individuals or
their recognized representatives, in support of a Project. Broad Community Support may exist even if some
individuals or groups object to a Project.
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Build Act of 2018 - Better Utilization of Investments Leading to Development Act of 2018, BivisionFof
Publiec-baw (P.L. 115-254).

Categorically Prohibited Project A Project of the type listed in Appendix BA where potential adverse
environmental or social impacts of the Project preclude DFC support.

Climate-related Risks- Combination of the magnitude of the potential consequence(s) of climate change
impacts) and the likelihood that the consequence(s) will occur.

Client - The direct recipient or prospective recipient of DFC support, including Financial Intermediaries.

Climate-related Vulnerability - The degree to which a system is susceptible to, or unable to cope with,
adverse effects of climate change, including variability and extremes. Vulnerability is a function of the
character, magnitude and rate of climate variation to which a system is exposed, its sensitivity and its
adaptive capacity.

COreq- Carbon Dioxide Equivalents are a metric measure used to compare the emissions from various
Greenhouse Gasesbased upon their global warming potential (GWP) over a given timeframe. The carbon
dioxide equivalent for a gas is derived by multiplying the tennestons of the gas by the associated GWP.
For example, the 100-year GWP for methane (CHa4) is 28 and for nitrous oxide (N20) 265. This means that
the emissions of 1 million metric tennestons of methane and nitrous oxide respectivelyare equivalent,
respectively, to emissions of 28 million and 265 million metric fennestons of carbon dioxide.®”

Contextual Risk- Risks in the external environment (at a country, sector, or subnational level) that the
Client does not control but which could negatively impact a Project’s or Client’s ability to meet the
Applicable Standards. Risks may be due to current circumstances or systemic, legacy and/or historic issues.
Key risk factors may include:

91 Socially sensitive and/or labor-intensive sectors (e.g., sectors with known labor or human rights
violations, risk of child/forced labor, elevated risks of gender discrimination or GBVH, hazardous
work, involvement of significant armed security personnel, major environmental and social risks
associated with the supply chain and/or sectors that have been subject to recent, documented
public opposition)

1 Broader, socially sensitive context (e.g., political or social conflict, country contexts with reported
human rights violations, weak governance systems/enforcement, recent or ongoing humanitarian
crisis, restricted civic space/ reprisal risk, relatively higher levels of gender inequality or GBVH,
ethnic discrimination/violence, large nearby presence of indigenous peoples and/or Vulnerable
Groups)

1 Residual or unmitigated adverse impacts (e.g., legacy of displacement, inadequate consultation, or
unresolved grievances)

37 GWP values from the IPCC Fifth Assessment Report, 2014.
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1 Environmental and community health and safety factors (e.g., biodiversity, ecosystem services, and

climate change; access to natural resources; health and population)

Corporate Investment- A transaction in which (i) the use of proceeds is not limited to specific assets and
the application of which is at the discretion of company management (e.g. working capital); (ii) the
proceeds are for specific corporate activities (e.g., restructuring, financial engineering, long term strategic
support, or corporate-wide investments); or (iii) DFC is making a subscription for shares in a private
company (equity).

Critical Forest Areas A type of Natural Forest that qualifies as Critical Natural Habitat . Critical Forest
Areas include primary Forests and old growth Forests that may serve as critical carbon sinks.

Critical Natural Habitats - (1) Existing internationally recognized protected areas, areas initially recognized
as protected by traditional local communities (e.g., sacred groves), and sites that maintain conditions vital
to the viability of protected areas; and (2) sites identified on supplementary lists by authoritative sources
identified by DFC. Such sites may include areas recognized by traditional local communities (e.g., sacred
groves), areas with known high suitability for biodiversity conservation and sites that are critical for
vulnerable, migratory or endangered species. Listings are based on systematic evaluations of such factors
as species richness, the degree of endemism, rarity, and vulnerability of component species,
representativeness and the integrity of ecosystem processes.

Cultural Heritage - Tangible property or sites having archaeological (prehistoric), paleontological, historical,
cultural, artistic and religious value, as well as unique environmental features that embody cultural values,
such as sacred groves. Cultural Heritage also includes intangible forms of culture, such as cultural
knowledge, innovations and practices of communities embodying traditional lifestyles.

DFCAgreement- AAny contract pursuant to which DFC leansupport is provided, including a finance
agreement, guaranty-agreement,-projectconsent-er, note, insurance contract, share purchase

agreement, or technical assistance agreement.

Direct Emissions- Emissions from Project sources that are owned or controlled by a-prejectthe Client,
including stationary combustion emissions, mobile combustion emissions, process emissions and fugitive
emissions.

Economic Displacement Loss of land, assets or access-terestrictions on land use, assets, and natural
resources that leads to loss of income sources or means of livelihood.

Energy Intensive Sectors Projects in the following sectors: aluminum, brewing, cement, mining, corn
refining, forest products, glass, metal casting, motor vehicle manufacturing, oil and natural gas production,
petroleum refining, pharmaceuticals, pulp and paper, steel and iron, and thermal power.

Environmental and Social Action Plan (ESAPJ-systematic program-desighed-to-prevent,mitigateThe
ESAP will |nclude speC|f|c correctlve and memte%nﬂerpated—eﬂw#eﬁmeﬂ%al—aﬁd—seaakm%}aets—ef—
-preventive actions,
m|t|gat|on measures, monltorlng, and reportlng comm|tments to ach|eve compliance with the Applicable
Standards. The ESAPprovides an implementation schedule for measures that must be carried out as part
of the Project shewing-phasingand reflects sequencing, periodicity, adequate budget, and eoordination-
with-everallresponsible parties. Required on all Category A projects.
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Environmental and Social Impact Assessment (EStA}-comprehensive-analytical-bedy-of work-
designedAn instrument to evaldate-identify and assess the potential environmental and social impacts of
a proposed project, evaluate alternatives, and design appropriate mitigation, management, monitoring, and

reportlng measures. The assessment will be based on current and/or recent |nformat|on and

ewrrenmeﬂt—basellne data, including gender dlsaggregated data, at an appropriate level of detail and

using scientifically-sound methodologies. Required for all Category-A-Projects involving significant, new
(greenfield) developments or significant expansion of existing facilities.

Environmental and Social Management System (ESM®art of a Project’s overall management system that
includes the organizational structure, responsibilities, practices and resources necessary for implementing
the project-specific management program developed through the environmental and social assessment of
the project.

Environmental, Health and Safety (EHS) GuidelineBechnical reference documents with general and
industry-specific examples of Good International Industry Practice (GIIP) with regards to environment and
occupational health and safety and are referred to in the Performance Standards. The EHS Guidelines
contain the performance levels and measures that are normally acceptable to the World Bank Group, and
that are generally considered to be achievable in new facilities at reasonable costs by existing technology.

Environmental and Social Requirementslhe Applicable Standards and the applicable provisions of this
Environmental and Social Policy and Procedures (ESPP).

Executive OrderCAn order issued by the President, the head of the executive branch of the federal
government.

Extractive Industry- An enterprise engaged in the exploration, development, or extraction of oil and gas
reserves, metal ores, gemstones, industrial minerals (except rock used for construction purposes), or coal.

FederalRegister- The official daily publication for rules, proposed rules, and notices of Federal agencies
and organizations, as well as Executive Orders and other presidential documents.

Financial Intermediary-trvestment Vehicles or entities that provide debt to, make equity investments in,
or provide financial services to eligible companies.

Financial Intermediary Transactions Loans (corporate lending, microfinance, small and medium enterprise
finance, loans from debt funds, banks-er-including distressed debt, credit and mezzanine debt funds and
retail banking); equity investments (active and passive investments from private equity funds into
Subprojects, and limited partner equity investments by fund-of-funds and secondary funds); and other

financial =otttie s ethorenttos o rahicles that rocaive fnanclne cuneantios coseryices

(leasing, factoring and insurance:).

Forest- An area of land not less than 1.0 hectare with a tree crown cover (or equivalent stocking level) of
more than 10 percent that has trees with the potential to reach a minimum height of 2 meters at maturity
in situ. A Forest may consist of either closed forest formations, where trees of various stories and
undergrowth cover a high proportion of the ground, or open Forest. Young natural stands and all
plantations that have yet to reach a crown density of 10 percent or tree height of 2 meters are included
under Forest, as are areas normally forming part of the forest area that are temporarily unstocked as a
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result of human intervention such as harvesting or natural causes but that are expected to revert to
Forest. The definition includes Forests dedicated to forest production, protection, multiple uses, or
conservation, whether formally recognized or not. The definition excludes areas where other land uses not
dependent on tree cover predominate, such as agriculture, grazing or settlements. In countries with low
forest cover, the definition may be expanded to include areas covered by trees that fall below the 10
percent threshold for canopy density; but are considered Forest under local conditions.

GenderBased Violence and Harassment (GBVEVYiolence and harassment directed at persons because of
their sex or gender, or affecting persons of a particular sex or gender disproportionately, and includes
sexual harassment.

Generalized System of Prefenees (GSP) A trade preferences program, overseen by the USFROffice of
the United States Trade Representative that provides preferential duty-free entry for products from
designated beneficiary countries and territories with the purpose of promoting economic growth in the
developing world.

Greenhouse Gases The following six gases or class of gases: carbon dioxide (COz), nitrous oxide (N20),
methane (CHa4), hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), and sulfur hexafluoride (SFe).

Host Country Natification - A notification to government officials in the country where a Category A
Project is located that identifies international guidelines and standards and restrictions under U.S. law that
would be applicable to the Project.

Human Rghts - Those rights expressed in the International Bill of Human Rights and the principles
concerning fundamental rights set out in the International LabeurLabor Organization’s Declaration on
Fundamental Principles and Rights at Work.

Indirect Emissions- Emissions that are a consequence of project activities but occur at Project sources
owned or controlled by another entity. Indirect Greenhouse Gas emissions result from the generation of
purchased or acquired electricity, steam, heating, or cooling consumed by the project.

International Finance Corporation (IFG) An affiliate of the World Bank Group that makes loans to and
investments in; private sector projects in developing countries and emerging markets.

International Labeilabor Organization (ILO)- The tripartite United Nations agency that brings together
governments, employers and workers of its member states in common action to promote decent work
throughout the world.

Internationally Recognized Worker Right€The term, as specified in the Trade Act of 1974 (as amended),
includes: (1) the right of association; (2) the right to organize and collective bargaining; (3) prohibition on
forced labor and the worst forms of child labor; (4) a minimum age for the employment of children; and (5)
acceptable conditions of work with respect to minimum wages, hours of work, and occupational health
and safety.

Labor RightsCRights of Workers, which includes Internationally Recognized Worker Rights, and
protection from discrimination with respect to employment and occupation on the basis of personal
characteristics that are unrelated to inherent job requirements such as: race; color; social, indigenous,
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ethnic, or national origin; migrant status; health status (including HIV status or genetic background);
marital, family, or social status; sex or gender (including gender identity or expression and sexual
orientation); political opinion; affiliation or non-affiliation to a workers' organization; disability (including
physical or mental disability); religion or belief; age; or other disadvantaged or vulnerable status. Special
measures of protection or assistance taken in order to remedy past discrimination will not be deemed
discrimination for purposes of this definition.

Meaningful Consultation— A process that (1) begins early in the project preparation stage and is carried out
on an on-going basis throughout the project life cycle; (2) provides timely disclosure of relevant and
adequate information that is understandable and readily accessible to Project Affected People; (3) is
undertaken in an atmosphere free of intimidation or coercion; (4) is gender inclusive and responsive, and
tailored to the needs of disadvantaged and Vulnerable Groups; and (5) enables the incorporation of all
relevant views of Project Affected People and other Stakeholders into decision making, such as project
design, mitigation measures, the sharing of developmentproject benefits and opportunities, and
implementation issues. Gender-inclusive consultation should include identification of any gender-based
barriers to participation in consultation and decision-making (such as disproportionate burdens of
household care, or cultural norms) and the implementation of mitigation strategies.

Natural Forests- Forest lands and associated waterways where the ecosystem’s biological communities are
formed largely by native plant and animal species and where human activity has not essentially modified
the area’s primary ecological functions.

Natural Habitat - a complex of natural, primarily native or indigenous vegetation, not currently subject to
cultivation or artificial landscaping, a primary purpose of which is to provide habitat for wildlife, either
terrestrial or aquatic.

Office of the U.S. Trade Representative (USTRAN agency of the U.S. Government that is responsible for
developing and coordinating U.S. international trade, commaodity, and direct investment policy, and
overseeing negotiations with other countries.

Performance Standards- Technical reference documents issued by the International Finance Corporation
with environmental and social impact management performance criteria.

Physical Displacement Relocation or loss of shelter.
Presidential ProclamationC An instrument that states a condition, declares a law and requires obedience,

recognizes an event or triggers the implementation of a law (by recognizing that the circumstances in law
have been realized).
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DECsupport:

Project -A defined set of business activities, including those where specific physical elements, aspects and
facilities likely to generate risks and impacts, have yet to be identified.

Project Affected People- Individuals, werkers,-groups-orlocal communities and Workers, including those
within the Supply Chain, as well as community-based or worker groups, which are or could be affected by
the Project's Area of Influence, directly or indirectly, including as a result of cumulative impacts. Emphasis
should be placed on those who are directly and adversely affected, disadvantaged or vulnerable.
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Renewable Biomass Wood and wood processing wastes; agricultural crops and waste materials; biogenic
materials in municipal solid waste; and animal manure.

StakeholderCStakeholders-are Persons or groups who are directly or indirectly affected by a Project, as
well as those who may have interests in a Project and/or the ability to influence its outcome, either
positively or negatively. Stakeholders may include Project Affected People and their formal and informal
representatives, workers’ organizations, national or local government authorities, politicians, religious
leaders, civil society organizations and groups with special interests, the academic community, or other
businesses.

Subproject- A project or enterprise that receives financing or investment from a DFC-supported Financial
Intermediary.

Faanekatntermedians

Supply ChainCA tiered network of suppliers, facilities, or distribution channels essential for the core
business processes of the Project and utilized by the Client during the Project life cycle to procure raw
material inputs; assemble, install, or manufacture an intermediate or final product; and deliver a final good
or service to an end user.

Sustainable LandscapesSustainable Landscapes activities seek to reduce Greenhouse Gas emissions from
land by promoting sustainable land use practices that reduce emissions or increase carbon sequestration.
These projects support the implementation of natural climate solutions, which reduce net greenhouse gas
emissions through the conservation, management, and restoration of Forests, peatlands, mangroves, and
other ecosystems, as well as low emissions practices in agriculture and other production systems, while
supporting economic growth, resilience, and other co-benefits.

U.S. Department of Labor An agency of the U.S. Government that is responsible for administering labor
laws on working conditions, unemployment insurance benefits and re- employment services, and tracks
national economic measurements.

DRAFT ESPP 2022/3 Update 66



U.S. Department ofState - An agency of the U.S. Government that is responsible for the international
relations of the United States.

Vulnerable Group<ndividuals or groups who, by virtue of, for example, their age, gender, race, ethnicity,
religion, disability, social, civic or health status, sexual orientation, gender identity, gender expression, sex
characteristics, economic disadvantages or indigenous status, human rights defender or environmental
defender status, refugee status, head of household status, and/or dependence on unique natural
resources, may be more likely to be adversely affected by the project impacts and/or more limited than
others in their ability to take advantage of a project’s benefits. Such an individual/group is also more likely
to be excluded from or unable to participate fully in the mainstream consultation process and as such may
require specific measures and/or assistance to do so. Vulnerability is not an inherent characteristic of
people. Vulnerability is context-specific and should be understood through the interplay of three factors:
(i) exposure to risk and adverse impacts; (ii) sensitivity to those risks and impacts; and (iii) adaptive

capacity.

Workers Clndividuals who are employed directly by the project or under a project contract, and who
perform on-site work for a substantial duration of time on a project or are material to the primary-
operationscore business processes of a project. Workers can be temporary or permanent.
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